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The Senate met at 11 a.m., on the 
expiration of the recess, and was called 
to order by the Honorable NANCY LANDON 
KASSEBAUM, a Senator from the State of 
Kansas. 

PRAYER 
The Chaplain, the Reverend Richard 

c. Halverson, LL.D., D.D., offered the fol­
lowing prayer: 

Let us pray. 
O God: ·1·0ur justice is like rock, and 

Your ·mercy like pure flowing water. 
Judge and forgive us. If we have turned 
from you, return us to Your way; for 
without You ~e are lost people. 

From brassy patriotism and blind trust 
in power; deliver us, O God. From public 
deception that weakens trust; from self­
seeking in high political places; deliver 
us, O God. From divisions among us of 
class or race; from wealth that will not 
share, and poverty that feeds on bitter­
ness; deliver us, O God. From neglecting 
rights, from overlooking the hurt, the 
imprisoned, and the needy among us; 
deliver us, 0 God. From lack of concern 
for other lands and peoples; from nar­
rowness of national purpose; from fail­
ure to welcome the peace You promise 
on Earth; deliver us, O God. 

We pray this in the name of Him who 
received all who came to Him, who re­
sponded with compassion to whatever 
need they suffered, who gave His life as 
a sacrifice of love for all. Amen. 

APPOINTMENT OF ACTING PRESI­
DENT PRO TEMPORE 

The PRESIDING OFFICER. The clerk 
will please read a communication to the 
Senate from the President pro tempore 
(Mr. THURMOND). 

The legislative clerk read the following 
letter: 

U.S. SENATE, 
PRESIDENT PRO TEMPORE, 

Washington, D.C., July 14, 1981. 
To the Senate: 

Under the provisions of rule I, seotion 3, 
of the Standing Rules of the Senaite, I !hereby 
appoint the Honorable NANCY LANDON KASSE­
BAUM, a. Senator from the State of Kansas, 
to perform the duties of the Chair. 

STROM THURMOND, 
President pro tempore. 

Mrs. KASSEBAUM thereupon assumed 
the chair as Acting President pro tem­
pore. 

RECOGNITION OF THE MAJORITY 
LEADER 

The ACTING PRESIDENT pro tem­
pore. Under the previous order, the ma­
jority leader is recognized. 

Mr. BAKER. Madam President, I 
thank the Chair. 

<Legislative day of Wednesday, July 8, 1981) 

THE JOURNAL 
Mr. BAKER. Madam President, I ask 

unanimous consent that the Journal of 
the proceedings of the Senate be ap­
proved to date. 

The ACTING PRESIDENT pro tem­
pore. Without objection, it is so ordered. 

ORDE·R OF PROCEDURE 
Mr. BAKER. Madam President, I an­

nounced earlier that I would hope that 
sometime today, after we dispose of S. 
1204, the noise bill, we might turn to 
the consideration of the cash discount 
bill conference report on H.R. 31. 

Might I inquire of the distinguished 
minority leader if he would be agree­
able to a request to put that conference 
report in pl::i,ce at this time? 

Mr. ROBERT C. BYRD. Madam Presi­
dent, yes, I think it would be quite all 
right to do that. 

Mr. BAKER. Madam President, I 
thank the minority leader. 
CONFERENCE REPORT ON CASH DISCOUNT BILL 

(H.R. 31) 

Madam President, I ask unanimous 
consent that upon the disposition o! S. 
1204, the noise bill, the Senate turn im­
mediately to the consideration of the 
conference report on H.R. 31, the cash 
discount bill. 

The ACTING PRESIDENT pro tem­
pore. Without objection, it is so ordered. 

Mr. ROBERT C. BYRD. Madam Presi­
dent, will the distinguished majority 
leader yield? 

Mr. BAKER. Yes. 
Mr. ROBERT C. BYRD. Madam Pres­

ident, I am advised that Senator PROX­
MIRE is expecting to proceed with the 
conference report at that time and I 
think he wants to speak on it. So I want 
to say that for the record. 

Mr. BAKER. I thank the minority 
leader. Of course, we will arrange the 
schedule so that . Senator PROXMIRE can 
be present and I am sure will be present 
in order to speak on that subject. 

Mr. ROBERT C. BYRD. I thank the 
majority leader. 

Mr. BAKER. Madam President, under 
the order previously entered, after con­
sulting with the minority leader, the ma­
jority leader is authorized to call up the 
tax bill. It is my intention to do that 
tomorrow. I will consult further with the 
minority leader during the course of this 
day. However, in anticipation of that 
action, I would like now to get orders for 
the convening of the Senate for the re­
mainder of this week. 

I expect that the tax bill will require 
our sustained and diligent effort for all 
of this week, including, perhaps, Satur­
day. 

DAILY TIME OF CONVENING 
THROUGH MONDAY, JULY 20, 
1981 
Mr. BAKER. Madam President, I now 

ask unanimous consent that, when the 
Senate completes its business today, it 
stand in recess until the hour of 10 :30 
a.m. on tomorrow; that when the Senate 
completes its business on tomorrow, it 
stand in recess until the hour of 10 a.m. 
on Thursday; that when the Senate com­
pletes its business on Thursday, it stand 
in recess until the hour of 10 a.m. on 
Fridn.y, and that, when the Senate com­
pletes its business on Friday, it stand in 
recess until the hour of 10 a.m. on Sat­
urday. 

Mr. ROBERT C. BYRD. Madam Presi­
dent, will the distinguished majority 
leader also get an order for Monday just 
in the event the Senate is in Saturday 
and has to go out for the lack of a 
quorum? 

Mr. BAKER. Madam President, I am 
distressed even to contemplate the possi­
bility that that would occur, but I think 
that is a wise precaution to take. 

Madam President, I also ask unani­
mous consent that, when the Senate 
stands in recess on Saturday, it do so 
until the hour of 12 noon on Monday. 

The ACTING PRESIDENT pro tem­
pore. Without objection, it is so ordered. 

ORDER OF PROCEDURE 
Mr. BAKER. Madam President, might 

I inquire of the minority leader if he 
would be in a position at this time to 
enter an order to provide that the Sen­
ate would proceed to the consideration 
of House Joint Resolution 266, the tax 
bill, at not later than 11 a.m. tomorrow, 
recalling, as I am sure he doe3, that we 
now have an order for the Senate to con­
vene at 10:30 a.m. tomorrow, and that 
30 minutes intervening would provide, I 
believe, ample time for the recognition of 
the two leaders under the standing order 
plus other housekeeping details and ar­
rangements that might be necessary. 

If the minority leader does not wish 
to accede to that request at this time, I 
will be glad to confer with him further 
on the subject, but if he is prepared to 
do so, I am in a position to make that 
request at this point. 

Mr. ROBERT C. BYRD. Madam Presi­
dent, at the moment I see no reason why 
we should not be able to begin debate on 
the tax bill at 11 a.m. tomorrow. If the 
majority leader would withhold that un­
til a little later, I would like to ascertain 
whether or not the manager on my side 
.of the aisle will be available at 11 o'clock 
tomorrow. 

Second, I assume that the leader in­
tends to put over the vote on the Johns-

• This "bullet" symbol identifies statements or insertion:i which are not spoken by the Member on the floor. 
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ton cloture motion until after action on 
the tax bill. 

Mr. BAKER. Yes. I am perfectly happy 
to withhold the request, Madam Presi­
dent. The minority leader is correct. I 
advised the Senator from Louisiana on 
yesterday that, in view of the fact that 
we should anticipate a late session on 
Thursday and perhaps a Saturday ses­
sion, I thought we ought not t;O go ahead 
with the cloture vote on the Johnston 
amendment until after we have disposed 
with the tax bill. 

The answer to the distinguished mi­
nority leader's question is yes, that is my 
intention. I would point out, however, 
that under the order entered, as soon as 
we dispose of the tax bill the Department 
of Justice authorization bill will auto­
matically be placed before the Senate. At 
that time the cloture vote on the Helms­
Johnston amendment would be eligible 
and I would assume would be laid before 
the Senate by the Chair. 

Mr. ROBERT C. BYRD. I thank the 
majority leader. 

FLY INFESTATION 
Mr. BAKER. Madam President, I wish 

to take a few moments this morning to 
commend the Secretary of Agriculture 
John Block, for his responsible and ex­
peditious efforts concerning the "Medfiy" 
crisis in California. 

M mighty oaks from tiny acorns grow, 
then i·t is also of.ten true that enormous 
problems have minute origins. The dis­
tance from Washington to California 
does not prevent us from appreciating 
the dilemma that the State finds itself 
in. CaUfornia's crops are an integral part 
of the Naition's food supply; if the fields 
in the Santa Clara Valley fell victim to 
insect strife, the results would be devas­
tating for the entire country. 

It is hardly Earth shattering to ob­
serve that almost no one cares for the 
now infamous Medfiy. Not since the 
Killer Bee has there been a more un­
popular insect. To be perfectly honest, 
the Medfiy is a pesty little creature which 
does not do anyone any good, and 
creates a terrible time for farmers, crops, 
and consumers. 

I cannot recall attending a reception 
honoring a Medfiy, nor can I remember 
being approached by a Medfiy lobbyisit. 
They obviously have no concerns; their 
purpose is destructive at best. 

I suggest that instead of sitting around 
and blaming the Peruvian Fruit Fly for 
not being sterile, we should support the 
Secretary of Agriculture in his positive 
steps to rid the Nation of this bizarre 
invasion. 

I hope that the aerial spraying which 
begins today in Palo Alto will curtaii the 
obnoxious and damaging path that those 
bantam beaS'ts have embarked on. 

ORDER OF BUSINESS 
Mr. BAKER. Madam President, I have 

no further requirements of my time 
under the standing order. I am prepared 

to yield back the remaining time or yield 
it to the minority leader, if he has a re­
quirement for the time. 

Mr. ROBERT C. BYRD. I thank the 
distinguished majority leader. I would 
like to have the time. 

Mr. BAKER. Madam President, I as­
sign my remaining time under the stand­
ing order to the minority leadeT. 

Mr. ROBERT C. BYRD. I thank the 
distinguished majority leader. 

RECOGNITION OF THE MINORITY 
LEADER 

The ACTING PRESIDENT pro tem­
pore. Under the standing order, the 
minority leader is recognized. 

Mr. ROBERT C. BYRD. Madam Pres­
ident, I suggest the absence of a quorum 
to be charged to the time which is under 
my control. 

The ACTING PRESIDENT pro tem­
pore. The clerk will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. BAKER. Madam President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem­
pore. Without objection, it is so ordered. 

REVISION OF ORDER FOR RECESS 
Mr. BAKER. Madam President, is 

there an order for the recess of the Sen­
ate at 11: 30 a.m. until 1: 40 p.m.? 

The ACTING PRESIDENT pro tem­
pore. The majority leader is correct. 

Mr. BAKER. Madam President, I fore­
see at least a possibility of a problem 
with that. I am going to change that 
order now, if the Senate will permit. 

Madam President, I ask unanimous 
consent that, at 11: 30 a.m. or at the con­
clusion of the time utilized by the dis­
tinguished Senator from Texas (Mr. 
BENTSEN) under tJie special order, the 
Senate stand in recess until the hour of 
1: 40 p.m.; and that if the time for the 
recess under this order extends beyond 
11 :30, the Chair recess the Senate on its 
own motion at the conclusion of the re­
marks of the Senator from Texas. 

The ACTING PRESIDENT pro tem­
pore. Without objection, it is so ordered. 

Mr. BAKER. I thank the Chair. 
Mr. ROBERT C. BYRD. Madam Presi­

dent, I thank the majority leader. 
Mr. BAKER. I suggest the absence of 

a quorum, Madam President. 
The ACTING PRESIDENT pro tem­

pore. The clerk will call the roll. 
The legislative clerk proceeded to call 

the roll. 
Mr. BENTSEN. Madam President, I 

ask unanimous consent that the order 
for the quorum call be rescinded. 

The ACTING PRESIDENT pro tem­
pore. Without objection, it is so ordered. 

The Senator from Texas is recognized. 

INTERNATIONAL TERRORISM 
Mr. BENTSEN. Madam President, last 

month the Central Intelligence Agency 

released a research paper, Patterns of 
International Terrorism: 1980. The 
study provides compelling evidence of 
startling growth in international ter­
rorist activity. I commend this paper to 
the attention of my colleagues in the 
Senate. I suggest that one of the most 
disturbing eiements of the report is the 
fact that established governments are 
increasingly inclined to carry out deadly 
acts of terrorism. 

Unfortunately, Madam President, U.S. 
citizens, American property, and our 
diplomatic installations abroad are the 
primary targets of terrorists around the 
world. Forty percent, or two out of every 
five, international terrorist incidents, are 
aimed at America. This country has a 
vital, legitimate, and undeniable interest 
in combatting terrorism with every 
means at our disposal. 

In 1980, according to the CIA report, 
there were 287 attacks on Americans. 
Ninety-four of our people were wounded 
in these attacks, and lQo Americans were 
brutally murdered: 6 in El Salvador, 2 
in Turkey, 1 in the Philippines, and 1 
on the west Bank of the Jordan. In the 
course 'Of these attacks, the property of 
American citizens was damaged in 97 
incidents. 

Especially alarming is the fact that 
there were 112 attacks on U.S. citizens 
serving abroad in various diplomatic 
missions during 1980. Clearly, this coun­
try is no longer prepared to look the 
other wa.y when the safety of our 
diplomatic representatives is in such 
jeopardy. 

Another alarming conclusion of the 
CIA report is that terrorist atta:cks. a~e 
becoming more lethal and less discnmi­
nate, thereby claiming the lives of many 
innocent bystanders. Between 1968 when 
we first kept statistics, and 1972, there 
were 1,435 incidents of terrorism that 
resulted in at least one casualty. That 
works out to an attack with a casualty 
once every 3 days. 

The increasingly deadly nature of in­
ternational terrorism may be attribut­
able tJo the fact that established govern­
ments, with the Soviet Union, Libya, an_d 
Cuba in the forefront, have turned the~r 
hand to terrorism, with an emphasis 
on assassination. 

According to the report, the CI~ files 
"contain almost a hundred terroris~ at­
tacks conducted directly by national 
governments. They occurred every year 
since 1972, but the majority of them took 
place in 1980. Almost half were assas­
sinations or attempted assassinations. 
These state-sponsored attacks were more 
lethal than other terrorist incidents, 
with over 42 percent resulting in casu­
alties." 

The prime example of state-supported 
terrorism, Madam President, is almost 
certainly the seizure of our Embassy and 
52 American hostages, with the support 
of the Government of Iran. When gov­
ernments are prepared to act outside the 
law, when they are prepared t? ~mbrace 
terrorism as a weapon, law-ab1dmg gov­
ernments must be prepared to respond. 
The United States, as the No. 1 target 
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of terrorists throughout the world, has 
an obligation to provide leadership in 
the international effort to combat ter­
rorism. 

In this regard, Madam President, I 
would like to call attention to legislation 
I have drafted, the omnibus antiterror­
ism bill of 1981, which provides for the 
creation of a list of countries that sup­
port or abet international terrorism. My 
legislation is intended to make it clear 
to governments that any government en­
gaging in terrorism can expect the 
United States of America to exact a 
price in return and respond with appro­
priate action. 

Once it is determined that a govern­
ment sanctions or engages in terrorism, 
the visas of students from that country 
studying in America would be canceled. 
The President could also stop or with­
draw all foreign aid directed to that 
country and halt any pending or existing 
sales or guarantees related to defem;P 
materials. Current or future export li­
censes for commodities or technical data 
with military potential could also be 
stopped and duty-free GSP treatment 
could be withdrawn. 

Over the years, we have seen that 
many terrorist attacks take place in or 
originate from airports lacking proper 
security standards. The omnibus anti­
terrorism bill of 1981 would require the 
DOT to survey foreign airport security 
facilities and report to Congress. 

Countries with inadequate security at 
their airports would have 60 days in 
which to make necessary improvements, 
and DOT would be authorized to provide 
technical assistance on a reimbursable 
basis. 

If the countries in question refuse to 
upgrade airport security, the Secretary 
of Transportation would have the option 
to decide if the cause were serious enough 
to withdraw operating authority for U.S. 
airlines to that airport. 

My legislation also provides for a thor­
ough, ongoing review of policies and pro­
grams established by our Government 
for dealing with terrorism. Every time 
an incident of terrorism occurs, the Pres­
ident would be charged with reporting to 
Congress on the adequacy of our re­
sponse and any recommendations he 
might have for legislation to stop simi­
lar incidents in the future. 

The President is also encouraged to 
place the highest priority on the negoti­
ation of international agreements to as­
sure more effective cooperation in the 
battle to halt terrorism. My bill would 
also require the President to develop 
standards and programs to insure full 
im?lementation of the provisions of the 
Montreal Convention dealing with air­
craft hijacking. 

I do not pretend, Madam President, 
that there is some simple or magical cure 
to the plague of terrorism. I am, how­
ever, suggesting that there is much more 
we can do to put terrorists and govern­
ments that support them on notice that 
th~y stand to lose much more than they 
gam by flaunting international codes of 
conduct. 

The legislation I have proposed will 
help demonstrate to the world that the 
United States will not bend to the will of 
senseless violence and will not tolerate 
officially sanctioned terrorism. 

I sincerely hope the Senate will take 
positive action on this legislation and 
help us send this message around the 
world, because it is a message consistent 
with the policy of the administration and 
with accepted principles of international 
conduct. 

I thank the Chair, and I suggest the 
absence of a quorum. 

Mr. BAKER. Madam President, will 
the Senator withhold his request for a 
quorum call? 

Mr. BENTSEN. I will. 

ORDER OF PROCEDURE 

Mr. BAKER. Madam President, it is 
now 11: 22 a.m. There is an order for the 
recessing of the Senate over at 11: 30 
a.m. 

I might say once again that the rea­
sons for the recess are twofold: 

First, there is a cau :us on the part of 
pne of the two parties in the Senate 
which begins at about 12 o'clock. 

Second, there is another caucus and a 
meeting with the President of the United 
States beginning at 12 o'clock. 

It appears that it is unlikely that the 
Senate would trans.act any meaningful 
business during that time and the better 
part of discretion would seem to suggest 
that we recess so that those two cau­
cuses can occur. 

RECESS UNTIL 1:40 P.M. 

Mr. BAKER. Madam President, I ask 
unanimous consent that the Senate stand 
in recess from this moment until 1 : 40 
p.m. th's afternoon. 

There being no objection, the Senate, 
at 11 : 22 a.m., recessed until 1 : 40 p.m.; 
whereupon, the Senate reassembled when 
called to order by the Presiding Officer 
(Mr. DENTON). 

AMENDMENT OF NOISE CONTROL 
ACT 

The PRESIDING OFFICER. Under the 
previous order, the hour 'Of 1: 40 p.m. 
having arrived, the Senate will now re­
sume consideration of S. 1204, which the 
clerk will state by title. 

The legislative clerk read as follows: 
A b1ll (S. 1204) to amend the Noise Con­

trol Act of 1972, as a.mended by the Quiet 
Comm uni ties Act of 1978. 

The Senate resumed c·onsideration of 
the bill. 

The PRESIDING OFFICER. There 
will be 20 minutes of debate overall on 
the Kasten amendment No. 483 to the 
bill to be equally divided and controlled 
by the Senator from Vermont <Mr. STAF­
FORD) and the Senator from West Vir­
ginia <Mr. RANDOLPH) or their designees, 

with back-to-back votes on this amend­
ment, with final passage, to begin at 2 
p.m. 

AMENDMENT No. 483 
Beginning on page 6, line 18, strike all 

through page 8, line 5, and insert in lieu 
thereof the following: 

"MOTOR CARRIER AND MOTORCYCLE NOISE 

"SEC. 18. (a.) (1) Regulations of interstate 
motor carriers and equipment and of motor­
cycles and motorcycle exhaust systems in 
existence shall continue until specifically 
repealed or amended. 

"(2) After the date of enactment of this 
section, the Administrator may promulgate 
additional regulations establishing stand­
ards and requirements for the design, con­
struction, and maintenance of motor carrier 
equipment or devices or controls and reg­
ulations establishing restrictions on motor 
carrier operations and activities for the pur­
pose of minimizing or eliminating the en­
vironmental noise emissions from such 
equipment or activities. Such standards, con­
trols, limits, requirements, or regulations, 
if any, shall reflect the degree of noise re­
duction achievable through the application 
of the best available technology, taking into 
account the cost of compliance. 

"(3) Within ninety days after the publica­
tion of such regulations as may be proposed 
under paragraph (1) of this subsection, and 
subject to the provisions of section 16 of 
this Act, the Administrator shall promulgate 
final regulations. Such regulations may be 
prescribed from time to time, in accordance 
with this subsection. 

"(4) Any standard or regulation, or re­
vision thereof, proposed under this subsec­
tion shall be promulgated only after con­
sultation with the Secretary of Transporta­
tion in order to assure appropriate consid­
eration for safety and technological ~'va.11-
ability. 

" ( 5) Any new regulation or revision thereof 
promulgated after enactment of this section 
shall take effect after such period as the Ad• 
ministra.tor finds necessary, after consulta­
tion with the Secretary of Transportation, 
to permit the development and application 
of the requisite technology, giving appropri­
ate consideration the cost of compliance 
within such period. 

" ( b) The Secretary of Tra.nsporta. tion, 
after consultation with the Administrator 
shall promulgate regulations to assure com­
pliance with all standards for motor carrier 
equipment and operations promulgated by 
the Adminis-''. 

Mr. BAKER addressed the Chair. 
The PRESIDING OFFICER. The 

majority leader. 
Mr. BAKER. Mr. President, on behalf 

of the Senator from Vermont <Mr. STAF­
FORD) I yield control of the time in 
opposition to the amendment to the dis­
tinguished Senator from Washington 
(Mr. GORTON). 

The PRESIDING OFFICER. The Chair 
recognizes the Senator from Washing­
ton. 

Mr. LUGAR. Will the Senator from 
Washington <Mr. GORTON) yield for a 
question? 

Mr. GORTON. I yield. 
Mr. LUGAR. Section 15 of S. 1204 

creates a new section 18. That section 
would contain a section 18(a) (1) which 
states: 

Regulations of interstate motor carriers 
and equipment in existence shall continue 
until specifically repealed or amended. 
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The current EPA regulations relating 
to the noise emitted by trucks were pro­
mulgated under the authority of section 
6 of the Noise Act of 1972. This bill will 
repeal that section. Is it the intention 
of the language in new section 18 to in­
corporate, continue and reauthorize the 
EPA noise standards for the manufac­
ture of trucks which were promulgated 
under prior section 6? 

Mr. GORTON. Yes. 
As a holdover from the debate on Fri­

day, I believe of the time of the majority 
on this side that approximately 6 min­
utes still remain to the Senator from 
Wisconsin (Mr. KASTEN). 

The PRESIDING OFFICER. That 
agreement was superseded by the present 
agreement. 

Mr. GORTON. Under those circum­
stances, I will simply yield 6 minutes to 
the Senator from Wisconsin. 

The PRESIDING OFFICER. The 
Chair recognizes the Senator from 
Wisconsin. 

Mr. KASTEN. During the debate on 
my amendment on Friday, considera,ble 
discussion concerned the scope of the 
already issued Federal standards for 
newly manufactured motorcycles, and 
whether the amendment would open 
some floodgate whereby all products 
sold nationwide could demand a Federal 
standard. 

The regulations make it clear that they 
apply only to newly manufactured 
motorcycles and that the States and 
local authorities have the right to enact 
standards governing local motorcycle 
use. 

We tried back and forth in discussions 
on Friday to make a difference, a point, 
between manufacturing standards and 
use standards. In no way is it our in­
tention to affect use standards at the 
State or local level. The States and local 
authorities have the right, and they have 
it now, and we are not trying to change 
it, to enact standards governing local 
motorcycle use. Use includes the manner, 
time, and place of operation plus 
licensing controls. The only thing that 
the States and local authorities are pre­
empted from is to establish the levels 
to which the motorcycles must be manu­
factured or sold. 

That is far different from the author­
ity that S. 1204 takes away from the 
States regarding railroad noise for ex­
ample. The Federal standards for rail­
roads preserved bys. 1204 are use stand­
ards. Thus, under the bill the States and 
local authorities will have no right to 
enact standards for railroads which are 
not identical to those Federal use stand­
ards retained by the bill. 

The purpose of the administration's 
deregul,ation pro.~-ram and the scope of 
S. 1204 is to minimize the burden of 
regulation and reduce the cost of regu­
lation. Retaining the already issued Fed­
eral standard for newl:v manufactured 
motorcycles will minimize that burden 
without diminishing the rights of the 
States and local authorities under pres­
ent la.w to control local motorcycle noise 
problems. 

No floodgate will be opened. Federal 
noise standards have not been issued 
by the EPA for lawnmowers, jackham­
mers, or snowmobiles or other examples 
that were brought up in the debate on 
Friday as they have, in fact, been issued 
on motorcycles. S. 1204 repeals section 
6 of the Noise Control Act of 1972 there­
by depriving the EPA of the authority 
to issue noise standards for additional 
products. So we are not opening any 
floodgates; we are simply retaining a 
standard which has already been issued 
at expense to the Government and the 
motorcycle industry. 

Mr. President, I reserve the remain­
der of my time. 

Mr. HEINZ. Mr. President, will the 
Senator yield? 

Mr. KASTEN. I yield to the Senator 
from Pennsylvania. 

Mr. HEINZ. Mr. President, I com­
mend the Senator from Wisconsin on his 
amendment, and I am pleased to join 
with Senator KASTEN as a cosponsor of 
this amendment, the purpose of which is 
to retain the Federal noise standard for 
newly manufactured motorcycles. 

Passage of this amendment is essen­
tial because in its present form, S. 1204-
in the name of regulatory reform­
would actually increase the regulatory 
burden on domestic manufacturers of 
motorcycles, of which there is only one, 
Harley-Davidson. otherwise motorcycle 
manufacturers might face a myriad of 
regulations promulgated at the State 
and local level, increasing costs need­
lessly. 

I do not want to see the last domes·tic 
manufacturer of motorcycles, which has 
a plant in my State in York, Pa., be put 
at a further competitive disadvantage 
by Government regulations. That is the 
issue right here and now, and it is the 
provisions of the Kasten amendment 
which are already, I might add, reflected 
in the House counterpart to this legis­
lation, which will correct this problem. 

I understand, as the distinguished 
Senator from Wisconsin has said, that 
this amendment will not require any in­
creased Federal outlays, and I urge its 
adoption today. I thank the Chair. 

Mr. PROXMI•RE. Mr. President, will 
the Senator from Wisconsin yield? 

Mr. KASTEN. I am pleased to yield 
to the Senator from Wisconsin. 

Mr. PROXMIRE. Mr. President, before 
we vote on the Kasten amendment, I 
want to make sure all of my colleagues · 
understand what we are not trying to do. 

We are not trying to put controls on 
the way motorcycles are operated. 
Neither do we seek to control the time 
of day in which they may be operated. 

We are not regulating the places 
where they may be operated, nor the 
number which may be operated to­
gether. 

Neither do we want to control noise 
emissions from the property on which 
the products are used, nor licensing 
of motorcycles, nor environmental noise 
levels. 

All we seek with this amendment is to 
insure that motorcycles, as they are 
manufactured, in compliance with Fed­
er·al standards, will be acceptable prod­
ucts for sale in the various States. 

Thus the amendment would not dis­
turb the right of the States and locali­
ties to enact many different kinds of 
standards to protect against noise pollu­
tion. 

I urge my colleagues to support the 
Kasten amendment. 

The PRESIDING OFFICER. The Sen­
ator from Washington. 

Mr. GORTON. Mr. President, I wel­
come the statement of each of the Sena­
tors from Wisconsin which, as I inter­
pret those statements, indicate that they 
do not believe this amendment will re­
strict the right of any State to govern 
the noise emissions from motorcycles 
used within their borders. 

That statement, I must say, does dif­
fer somewhat from the import of the 
"Dear Colleague" letter from the Sena­
tor from Wisconsin (Mr. KASTEN) and 
of the fioor statement of the Senator 
from Wisconsin <Mr. PROXMIRli:) on Fri­
day, in which the States were to be left 
only with the ability to control noise 
emissions other than those for which the 
motorcycle was originally manufactured. 

In any event, I am sure my State, and 
every other State, would find relatively 
minor impact from preemption which 
did not in any way restrict their right 
to control noise emissions from motor­
cycles used within their respective 
States. 

That, however, does not much lessen 
the reasons for voting against this 
amendment. If all this amendment does 
is allow the manufacture and sale of 
motorcycles in a given State which will 
not be able to be operated legally on the 
roads of other States unless their noise 
emissions were reduced, it is simply use­
less. The State of Washington at the 
present time, the State of Montana, 
cannot conceivably regulate manufac­
turing operations in the State of Wis­
consin or in the State of Pennsylvania. 

If, however, a State can regulate noise 
emissions on motorcycles on its roads, 
it can effectively prohibit the sale of 
motorcycles within its borders of their 
own State. Under this interpretation the 
amendment is of no meaning and of no 
particular use. 

The issue here is not that there will 
be no further preemption by the Federal 
noise controls over refrigerators and over 
air conditioners and the like. The bill 
itself is designed to see to it that that 
kind of noise regulation no longer re­
poses in the arms of the Federal Govern­
ment and of the EPA. The real point to 
be debated here, the real point to which 
the proponents of this amendment have 
not addressed themselves at all, is why 
one single consumer product, among the 
millions oif such products produced in 
the United States of America, should be 
subject to Federal controls and Federal 
preempt:.ons when none of these other 
products are. 



July 14, 1981 CONGRESSIONAL RECORD-SENATE 15583 

The only exemptions in S. 1204 are 
exemptions for the interstate commerce 
operations of rail carriers and motor 
carriers and there is simply no reason to 
exempt from complete State regulation 
a. particular consumer item which prob­
ably annoys more people than any other 
single one. 

The PRESIDING OFFICER. The 
Chair must note that all time allotted 
to the Senator from Washington has 
expired. 

Mr. BAUCUS addressed the Chair. 
The PRESIDING OFFICER. The 

Chair recognizes the Senator from Mon­
tana for 10 minutes. 

Mr. BAUCUS. Mr. President, I yield 2 
minutes to the Senator from Wash­
ington. 

Mr. GORTON. I thank the Senator 
from Montana. I will complete my re­
marks in a shorter period of time than 
that. 

The absence of justification for this 
amendment is in its very unique nature. 
There is simply no reason to tell States 
that they can control noise emissions 
from every other consumer product sold 
within their States but that they are 
somehow limited as to their control over 
noise emissions from motorcycles. This 
is true whether the current interpreta­
tion of the Senators from Wisconsin is 
correct or the earlier one is correct. We 
are dealing with the single item that 
communities and States are most likely 
to wish to control because of the annoy­
ance it provides to people within those 
States. Of all the areas in which we 
should permit full and complete local 
control, this stands out No. 1. 

The PRESIDING OFFICER. The Sen­
ator from Montana. 

Mr. BAUCUS. Mr. President, I yield 1 
minute to the Senator from Pennsyl­
vania (Mr. SPECTER). 

The PRESIDING OFFICER. The Sen­
ator from Pennsylvania is recognized. 

Mr. SPECTER. Mr. President, I thank 
tho Senator very much. 

Mr. President, I rise in support of the 
amendment because of the undue burden 
which would be placed upon the manu­
facturers of motorcycles, some of which 
are located in the State of Pennsylvania, 
for each State to be able to put on in­
dividual noise requirements. I think in 
the interest of national uniformity, this 
amendment would solve a very realistic 
problem and would not create any signif­
icant impediment on a noise problem. 

Mr. President, I would like to empha­
size that the retention of already pro­
mulgated noise standards for newly 
manufactured motorcycles, similar to 
those provided for trucks and railroads 
is entirely consistent with the goals of 
S. 1204. First, such retention will not add 
to the Federal budget. The money has al­
ready been expended to develop the 
regulations, which were issued last De­
cember. Also, no Federal funds will be re­
quired after September 1981 as the En­
vironmental .Protection Agency is revis-

ing the standards so that they will be self 
certifying, that is, the manufacturers 
must provide proof of compliance. 

Second, local political subdivisions will 
be free to solve any local noise problem 
at the local level through the authority 
to issue standards for motorcycle use. In 
addition, local governments and even 
private citizens under section 12 of the 
Noise Control Act have the power to 
bring suit against manufacturers who 
fail to comply with the noise standard 
for newly manufactured motorcycles. 

Finally, the regulatory burden on mo­
torcycle manufacturers will be less with 
one Federal standard than with a myriad 
of local rules for newly manufactured 
motorcycles. The motorcycle industry 
supports Federal regulation. It would be 
an immense task to design a product 
which would conform to a variety of 
rules and still be marketable nationwide. 
This concept has been recognized by 
S. 1204 for railroads and interstate car­
riers. The amendment offered by Mr. 
KASTEN affording motorcycles the same 
recognition should be adopted. 

The PRESIDING OFFICER. The Sen­
ator from Montana. 

Mr. BAUCUS. Mr. President, in op­
position to this amendment, I wish to 
make two or three very simple points. 

First of all, we could all agree that 
the regulation of noise generally is a 
matter of local concern. It is not a mat­
ter that the Federal Government should 
get involved in, whether we are talking 
a;bout lawnmowers, air conditioners, 
powerboats, snowmobiles, appliances, 
and also motorcycles. 

I think there is someth1ng very basic 
about motorcycles, something essen­
tially local about motorcycles, and I 
think that the American people would 
much rather that motorcycle noise be 
regulated at home, not far away in 
Washington, D.C. 

Second, I am amused and amazed that 
the sponsors of this amendment would 
come in and ask for more Federal reg­
ulation. That is what they are doing. 
They want Uncle Sam and they want 
Washington, D.C., to regulate motor­
cycles. As I interpret the last election, 
the American people wanted less Federal 
regulation and they wanted more State 
control, more local control. I am a bit 
surprised, frankly, that the proponents 
of this amendment would come in with 
an amendment which asks for more 
Federal regulation. 

Third, if by some strange reason-and 
it would be very strange-if by some 
quirk, we were to adopt this amend­
ment, every other appliance manufac­
turer would come in here and ask for 
an exemption based upon the same rea­
son. 

It seems to me that this amendment, 
:ftrst, is ill concejved-it does not make 
sense---but, second, that we are about 
to adopt such a very, very pernicious 
precedent. 

For those reasons, Mr. President, I 
think we should oppose this amendment. 
We should keep local authorities in con-

trol of local noise and not let Uncle Sam 
and the Federal Government-Wash­
ington, D.C.-get involved in the reg­
ulation of local noise. 

We have two exemptions, the motor 
carriers and the railroads, which, by 
their very nature, are interstate in their 
operation. Motorcycles do not often 
cross State lines. Once in a while they 
will, I grant you. But so do powerboats 
once in a while cross State lines. The 
motorcycles are essentially a local con­
cern and they should be regulated by 
State and by local areas, not by the 
Federal Government. 

Mr. STAFFORD. Mr. President, will 
the distinguished Senator yield me a. 
couple of minutes? 

Mr. BAUCUS. Mr. President, I am 
delighted to yield 2 minutes to the Sen­
ator from Vermont. 

Mr. ST AFFORD. Mr. President, first 
let me say that the Senator from Ver­
mont not only likes motorcycles but owns 
one and rides it, notwithstanding his 
wife's occasional admonitions. But I do 
believe that the States ought to deter­
mine how much noise they make, and 
the one I have is a quiet motorcycle. 

Mr. President, I with regret, will vote 
against the Kasten amendment and hope 
that my colleagues will do the same. I 
say this for the following reasons: 

First, although I have the utmost re­
spect for the Senator from Wisconsin, 
I believe his amendment goes beyond 
what he believes. His amendment would, 
in fact, do more for the motorcycle in­
dustry than the committee bill does for 
the interstate railroad and motor car­
rier industries. Because interstate rail 
and motor carriers transport goods from 
State to State, the committee bill per­
mits a Federal noise regulatory program 
to continue for them. But this program 
is discretionary. The Administrator of 
the Environmental Protection Agency 
may choose to exercise it and she may 
choose not to exercise it. 

As the distinguished colleague, Sen­
ator BAUCUS, has said, Senator KASTEN'S 
amendment, however, mandates a Fed­
eral regulatory program for motor­
cycles. The Administrator would have no 
choice. This Senator cannot support such 
a mandatory requirement, nor can the 
current administration. I would quote 
the administration's position on S. 1204 
and possible amendments to it. These 
views are contained in a letter dated 
July 10, 1981: 

We initially proposed elimination of the 
noise regulatory program, but consider the 
limited authorities of S. 1204 acceptable. 
However, we would oppose expansion of the 
regulatory scope of S. 1204 or the reduction 
of discretion in its implementation by the 
Administrator of EPA. 

The Kasten amendment proposes to 
not only expand the regulatory program 
but to reduce the Administrator's dis­
cretion, both of which are objectionable 
to the administration of President 
Reagan. Even if that were not the case, 
however, I would urge my colleagues t-0 
reject the proposal. 
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The sponsors of this proposal are 
seeking to protect the last remaining 
manufacturer of motorcycles. I can un­
derstand why they are doing this. But 
forcing the Federal Government into a 
program of protective regulation for an 
entire industry and tying the hands of 
the States is not the way to do it. 

States have a legitimate interest here, 
and there is no good reason for the Fed­
eral Government to infringe on their 
rights. The suggestion that the system 
of State control which was livable 10 
years ago has for some reason become 
unlivable today, makes no sense and 
should be rejected. The way to reject it 
is to vote against Senator KASTEN's 
amendment. 

I yield the floor. 
The PRESIDING OFFICER. The 

Senator from Montana. 
Mr. BAUCUS. Mr. President, I have 

no request for time on my side and 
understand that time on the other side 
has already expired. That being the 
case, I yield back the remainder of my 
time and I am prepared, if it is not con­
trary to the agreement, to vote on the 
amendment. 

The PRESIDING OFFICER. The 
vote is scheduled to occur at 2 o'clock, 
and we have about 1 minute. 

Mr. BAUCUS. Mr. President, I sug­
gest the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro­
ceeded to call the roll. 

Mr. BAUCUS. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. I yield 
any time allotted to me by the Senator 
from West Virginia <Mr. RANDOLPH). 

The PRESIDING OFFICER. Without 
objection, the quorum call is dispensed 
with, but all time on the amendment 
has expired and we are to vote at 2 
o'clock. 

Mr. RANDOLPH. Mr. President, I 
certainly want to be within the rules. 
We have been in the Democratic Con­
ference, and I thought I was arriving 
here before 2. But I can well understand. 
Of course, I shall vote against the Kas­
ten amendment. 
. The PRESIDING OFFICER. The ques­

tion is on agreeing to the amendment 
of the Senator from Wisconsin. The yeas 
a~d nays have been ordered. The clerk 
will call the role. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Colorado <Mr. ARMSTRONG), 
the Senator from Arizona (Mr. GOLD­
WATER) and the Senator from California 
<Mr. HAYAKAWA) arc necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Colorado (Mr. HART) and 
the Senator from Massachusetts (Mr. 
TsoNGAS) are necessarily absent. 

The PRESIDING OFFICER (Mr. Asn­
NOR) · Are there any other Senators in 
the Chamber who wish to vote? 

The result was announced-yeas 40, 
nays 55, as follows: 

[Rollcall Vote No. 186 Leg.] 
YEAS-40 

Andrews 
Bentsen 
Boren 
Bosr.hwitz 
Bumpers 
Burdick 
Cannon 
Cochran 
D'Amato 
DeConcind 
Dodd 
East 
Exon 
Ford 

Glenn 
Hawkins 
Heft in 
Heinz 
Helms 
Huddleston 
Kassebaum 
Kasten 
Long 
Matsunaga 
Mattingly 
McClure 
Murkowskl 
Pell 

NAYS-55 
Abdnor Garn 
Baker Gorton 
Baucus Gr:assley 
Blden Hatch 
Bradley Hatfield 
Byrd, Hollings 

Harry F., Jr. Humphrey 
Byrd, Robert C. Inouye 
Chafee Jackson 
Chiles Jepsen 
Cc..hen Johruston 
Cranston Kennedy 
Danrorth Lavialt 
Denton Leahy 
Dixon Levin 
Dole Lugar 
Domenic! Mathias 
Duren berger Melcher 
Eagleton Metzenbaum 

Percy 
Pressler 
Proxmire 
Pryor 
Riegle 
Sasser 
Schmitt 
Specter 
Stevens 
Tower 
Williams 
Zorinsky 

Mitchell 
Moynihan 
Nickles 
Nunn 
Packwood 
Quayle 
Randolph 
Roth 
Rudman 
Sar banes 
Simpson 
Stafford 
Stenn ts 
Symms 
Thurmond 
Wallop 
Warner 
Welcker 

NOT VOTING-5 
Armstrong Hart Tsongas 
Goldwater Hayakawa 

So the amendment of the Senator 
from Wisconsin <No. 483) was rejected. 

Mr. BAUCUS. Mr. President, I move to 
reconsider the vote by which the amend­
ment was rejected. 

Mr. GORTON. I move to lay that mo­
tion on the table. 

The motion to lay on the table was 
agreed to. · 

The PRESIDING OFFICER. The 
question is on the engrossment and third 
reading of the bill. 

The bill was ordered to be engrossed 
for a third reading and was read the 
third time. 

The PRESIDING OFFICER. The 
question is on final passage. Without ob­
jection, the bill is passed. 

The text of the bill <S. 1204) is as 
follows: 

s. 1204 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in congress assembled, That the 
Noise Control Act of 1972 ls amended as 
follows: 

( 1) Sections 6 and 8 are hereby repealed. 
(2) Section 1 ls amended to read as fol­

lows: 
"SHORT TITOLE 

"SECTION 1. This Act may be cited as the 
'Quiet Comunltles Act•.". 

(3) Section 2(a) (3) ls amended by striking 
out "d43al with major noise sources" and all 
that follows, through the period at the end 
thereof and substituting: "promote effective 
State and local programs and provide Fed­
eral research, demonstration, planning, tech­
nical, and other assistance for such pro­
grams.". 

( 4) Section 2 ( b) is amended by striking 
"to authorize the establishment of Federal 
noise emission standards for products dis-

trlbuted in commerce, and", changing the 
period at the end of said sentence to a 
comma and adding "and to assure that rail­
road and motor carrier equipment and oper­
ational noise emissions are controlled ade­
quately by either State or Federal regula­
tion.". 

(5) Section 3(2) ls amended by striking 
out "sections ll(e) and" and substituting 
"section". 

(6) Section 3 ls amended by striking para­
graphs (3) through (8). 

(7) The second sentence of section 4(b) 
ls amended by striking "6," and ", other 
than for those products referred to In sec­
tion 3(3) (B) of this Act". 

(8) Section 12(f) is amended by striking 
out "paragraph" and all that follows down 
through "section 611" and substituting "a 
standard, rule, or regulation under section 
17 or 18 of this Act or section .611 ". 

(9) Section 10 is amended by striking sub­
sections (a) and (b) and substituting the 
following: "The failure or refusal of any 
person to comply with any requirement of 
regulations prescribed under sections 13, 17, 
or 18 is prohibited.". 

( 10) Section 11 is amended by-
ln subsection (a), striking "paragraphs 

(1), (3), (5), or (6) of subsection (a) of" 
each place it appears: 

In subsection (b) striking "any paragraph 
of section 10 (a)" and substituting "section 
10" each place It appears; 

In subsections (c) and (d), striking "10 
(a)" and substituting "10". 

(11) Section 18(a) ls amended by striking 
"6 or section 8" and substituting "17 or sec­
tion 18". 

(12) Section 14(b) (2) is amended by 
striking "subject to possible regulation un­
der sections 6, 7, and 8 of this Act". 

(13) Section 16(a) ls amended by stril{ing 
"6, 17, or 18 of this Act or any labeling reg­
ulation under section 8" and substituting 
"17 or 18". 

(14) Section 17 is repealed, and the follow­
ing new section enacted In lieu thereof: 

"RAILROAD NOISE 

"SEc. 17. (a) (1) Regulations of interstate 
railroads and equipment In existence shall 
continue until specifically repealed or 
amended. 

"(2) After the enactment of this section, 
the Administrator may promulgate addi­
tional regulations establishing standards 
and requirements for the design, construc­
tion, and maintenance of rail equipment or 
devices or controls and regulations establish­
ing restrictions on interstate railroad opera­
tions and activities along specific rail lines 
or specific centers of activity, lncludin~. but 
not limited to, switching and marshaling 
yards, for the purpose of minimizing or 
eliminating the environmental noise emis­
sions from such equipment or activities. 
Such standards, controls, limits, require­
ments. or regulations, if any. shall reflect 
the degree of noise reduction available 
through the application of best available 
technology, taking into account the costs of 
compliance. 

"(3) Within ninety days after the publi­
cation of such regulations as may be pro­
posed under paragraph (1) of this subsec­
tion, and subject to the provisions of section 
16 of this Act, the Administrator shall pro­
mulgate flnal regulations. Such regulations 
may be revised. from time to time, in ac­
cordance with this subsection. 

"(4) Any standard or rei;ulation, or revi­
sion thereof, pro;osed under this subsection 
shall be promulizated only after consultation 
with the Secretary of Transportation in order 
to assure appropriate consideration for safety 
and technological availab111ty. 
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" ( 5) Any regulation or revision thereof 
promulgated under this subsection shall take 
effect after such period as the Administrator 
finds necessary, after consultation with the 
Secretary of Transportation, to permit the 
development and application of the requisite 
technology, giving appro_:>riate consideration 
to the cost of compliance within such period. 

"(b} The Secretary of Transportation, after 
consultation with the Administrator, shall 
promulgate regulations to assure compliance 
with all standards promulgated by the Ad­
ministrator under this section. The Secretary 
of Transportation shall carry out such regu­
lations through the use of the powers and 
duties of enforcement and inspection author­
ized by the Safety Appliances Acts, the Inter­
state Commerce Act, and the Department of 
Transportation Act. Regulations promulgated 
under this section shall be subject to the pro­
visions of sections 10, 11, 12, and 16 of this 
Act. 

"(c) (1) Nothing in this section shall di­
minish the right of a State or political sub­
division thereof to establish and enforce 
standards, controls, limits, restrictions, or 
other requirements on environmental noise, 
including those from rail equipment and op­
erations, in the absence of a Federal require­
ment pursuant to this section, or a Federal 
decision that no Federal, State, or local re­
quirement is· appropriate, on a specific class 
of equipment or operations. 

"(2) Nothing contained herein shall pre­
clude a State or political subdivision thereof 
from adopting and enforcing a Federal stand­
ard, control, limit, restriction, or other re­
quirement promulgated under this section. 

"(3) Any person adversely affected by a 
State or local requirement, or the Adminis­
trator, may demonstrate by a preponderance 
of the evidence the existence of conflict be­
tween the requirement of a State or political 
subdivision thereof and that of the Federal 
Government. 

"(d) The terms 'carrier' and 'railroad' as 
used in this section shall have the same 
meaning as such terms have under the first 
section of the Act of February 17, 1911 (45 
u.s.c. 22) .". 

( 15) Section 18 ls hereby repealed and the 
following new section enacted in lieu thereof: 

"MOTOR CARRIER NOISE 

"SEC. 18. (a) (1) Regulations of interstate 
motor carriers and equipment in existence 
shall continue until specifically repealed or 
amended. 

"(2) After the date of enactment of this 
section, the Administrator may promulgate 
additional regulations establishing stand­
ards and requirements for the design, con­
struction, and maintenance of motor car­
rier equipment or devices or controls and 
regulations establishing restrictions on motor 
carrier operations and activities for the pur­
pose of minimizing or eliminating the en­
vironme!ltal noise emissions from such 
equipment or activities. Such standards, con­
trols, limits, requirements, or regulations, if 
any, shall reflect the degree of noise reduc­
tion achievable through the appllcation of 
the best available technology, taking into 
account the cost of compliance. 

"(3) Within ninety days after the publi­
cation of such regulations as may be pro­
posed under paragraph ( 1) of this subsec­
tion, and subject to the provisions of sec­
tion 16 of this Act, the Administrator shall 
promulgate final regulations. Such regula­
tions may be revised from time to time in 
accordance with this subsection. ' 

"(4) Any standard or regulations, or re­
;:sion thereof, proposed under this subsec­

on shall be promnlgated only after con 
sultation with the Secretary of Transporta: 
tion in order to assure appropriate consid-

eration for safety and technological avail­
ability. 

" ( 5) Any .new regulation or revision there­
of promulgated after enactment of this 
section shall take effect after such period as 
tih1a Administrator find:.s necessary, after con­
sultation with the Secretary of Transpor­
tatlon, to permit the development and 
application of the requisite technology, giv­
i!lg appropriate consideration the cost of 
compliance within such period. 

"(b) The Secretary of Transportation, after 
consultation with the Administrator shall 
promulgate reg'l.llations to assure compliance 
with all standards promulgated by the Ad­
ministrator under this section. The Secre­
tary of Transportation shall carry out such 
regulations through the use of the powers 
and duties of enforcement and inspection au­
thorized by the Interstate Commerce Act and 
the Department of Transportation Act. Regu­
lations promulgated under this section shall 
be subject to the provisions of sections 10, 11, 
12, and 16 of this Act. 

" ( c) ( 1) Nothing in this section shall 
diminish the right of a State or political 
subdivision thereof to establish and en­
force standards, controls, limits, restrictions, 
or other requirements on environme.ntal 
noise, including those from motor car~ier 
equipment and operations, in the absence 
of a Federal requirement pursuant to this 
section, or a Federal decision that no Fed­
eral, State, or local requirement is appro­
priate, on a specific class of equipment or 
operations. 

"(2) Nothing contained herein shall pre­
clude a State or political subdivision there­
of from adopting and en.forcing a Federal 
standard, control, limit, restrictions, or other 
requirement promulgated under this sec­
tion. 

"(3) Any person adversely affected by a 
State or local requirement, or the Adminis­
trator, may demonstrate by a preponderance 
of the evidence the existence of an incon­
sistency between the requirement of a State 
or political subdivision thereof and that of 
the Federal Government. 

"(d) For purposes of this section, the term 
'motor carrier' includes a common carrier by 
motor vehicle, a. con tract carrier by motor 
vehicle, and a private carrier of property by 
motor vehicle as those terms are defined by 
paragraphs (14), (15), and (17) of section 
203(a) of the Interstate commerce Act (49 
u .s.c. 303(a)) .". 

(16) Section 19 of the Noise Control Act 
of 1912 is amended by striking out "$15,000-

bill, and I hope the Chair will give Sen­
ators the opportunity to ask for a roll­
call vote. 

There was a rollcall vote on the 
amendment, so it was not a minor bill. It 
was not a bill that was cleared for pas­
sage by unanimous consent. It had some 
controversy involved. 

i do not say this with any criticism of 
the Chair. I know that the Chair acted 
in good faith. 

In any event, I believe I should say this 
for the record, so that Senators, espe­
cially on a vote on which there is not 
much controversy, may ask for a voice 
vote on final passage, so that Senators, 
if they wish to have a division or if they 
wish to have a rollcall vote, may demand 
it. 

However, when the Chair says, "With­
out objection, the bill is passed," it is 
over. 

I say this with apologies to the Chair, 
because, certainly, no rancor is intended. 
However, I believe that if someone does 
not say it for the record now, it could 
create quite a controversy at some time 
in the future. 

Mr. LONG. Mr. President, will the dis­
tinguished minority leader yield? 

Mr. ROBERT C. BYRD. I yield. 
Mr. LONG. Mr. President, I agree with 

the distinguished minority leader in this 
matter. 

I know that the Chair was acting in 
good faith about this. However, some­
times Members are not present who 
would vote against a measure, and other 
times Senators are present who would 
vote against it. Since they did not see 
any point in insisting on a rollcall vote, 
they should be spared having to demand 
the yeas and nays in order to make clear 
that the bill was not passed unanimously. 

So I believe that the minority leader 
is right about this. I hope the Parliamen­
tarian will take due note and so advise 
the Chair. 

Mr. ROBERT C. BYRD. I thank the 
distinguished Senator from Louisiana. 

000 for the fiscal year ending September 30 
1979" and substituting "$3,300,ooo for fiscai CASH DISCOUNT ACT-CONFERENCE 
year 1982". REPORT 

Mr. ~AUCUS. Mr. President, I move to 
reconsider the vote by which the bill was 
passed. 

M;. GORTON. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. GARN. Mr. President, may we 
have order? 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. ROBERT C. BYRD. Mr. President, 
I wish to express for the record my hope 
that, in the future, on a bill that is not 
otherwise cleared for passage by unani­
mous consent, the Chair will not state, 
upon final passage, "Without objection 
the bill is passed." ' 

I believe that Senators should have an 
opportunity, if they wish. to demand a 
ro~c~ll vote. I presume they did not in 
this mstance. Someone, at the very last 
second, may wish a rollcall vote on a 

Mr. GARN. Mr. President, I submit a 
report of the committee of conference 
on H.R. 31 and ask for its immediate con­
sideration. 

The PRESIDING OFFICER. The re­
port will be stated. 

The assistant legislative clerk read as 
follows: 

The committee of conference on the dis­
agreeing votes of the two Houses on the 
amendment of the senate to the b111 (H.R. 
31) to amend the Truth in Lending Act to 
encourage cash discounts, and for other pur­
poses, having met, after full and free con­
ference, have agreed to recommend and do 
recommend to their respective Houses this 
re·port, signed by a majority of the confer­
ees. 

The PRESIDING OFFICER. Without 
objection, the Senate will proceed to the 
~onsideration of the conference report. 

<The conference report is printed in 
the House :nroceedings of the RECORD of 
June 23, 1981.) 
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Mr. GARN. Mr. President, I request 
that my colleagues act immediatei.y to 
accept the conference report on the cash 
Discount Act. The provisions of this re­
port are exactly tnose that were passed 
by voice vote in the Senate on March 12, 
1981. After much delay, the House con­
ferees have receded to the entire con­
tent of the Senate amendment to 
H.R. 31. On June 24, 1981, the House 
adopted the conference report by a vote 
of 398 to 9. 

The extensive delays in the confer­
ence on this bill have been the result 
of the bifurcated nature of H.R. 31. The 
bill contains not only the provisions 
which deregulate cash discounts and 
extend the prohibition against sur­
charges until February 27, 1984, but 
also has an unrelated provision regard­
ing certain specifications for the unre­
lated provision regarding certain specifi­
cations for the position of the Surgeon 
General of the United States. Because 
of the dual issues in this bill, conferees 
were appointed from both the Banking 
and Labor Committees, and were in­
structed to confer on only the issues 
within their respective jurisdictions. 

Shortly after the conferees were 
appointed, the banking conferees met 
and the House receded to the provisions 
of the Senate amendment. Then we were 
forced to sit and wait for the conferees 
on the Surgeon General provision to 
resolve that issue. Close to 2 months 
passed before the House receded to the 
Senate on that remaining section of the 
bill. 

Mr. President, I wish to tell my col­
leagues that I have never been involved 
in a conference with less controversy 
and as little debate as the conference 
on the banking provisions of this bill. 
I had no more than sat down at the 
conference table than the distinguished 
Congressman from Illinois, Mr. ANNUN­
zro, made a motion to concur in the 
Senate amendment. It was readily ac­
cepted and we adjourned within less than 
5 minutes of convening the conference. 
The expeditious fashion with which the 
b~nking c~nf erees were able to dispense 
with our issue, is proof of the undis­
puted support for the provisions of this 
bill. 

Since action on this bill should have 
taken place pr!or to February 27, so that 
the previous prohibition on surcharges 
would not have expired. I encourage the 
Senate to act without delay in agreeing 
to the conference report. 

Mr. PROXMIRE addressed the Chair. 
Mr. GARN. Mr. President, may we 

have order before the distinguished 
Senator from Wisconsin speaks? 

The PRESTDING OFFICER. The 
Senate will be in order. 

Mr. PROXMmE. Mr. President, I op­
pose the conference report. . 
. I believe that the Republican Party 
m the Senate and in the country de­
serves full credit for taking the strong 
position they have taken against exces­
sive regulations. There is no auestion 
that this has caused a great burden on 
business and on consumers. But I am 
amazed that in its first legislative op­
portunity to strike a blow for deregula-

tion, the administration has opted for 
more regulation. 

All of us gain if we rely more on the 
freedom of the marketplace and less on 
the heavy hand of Government. Business 
will be more efficient and resources will 
be better allocated. 

But here we have the spectacle of our 
new majority following through on a bill 
calling for increased restrictions-I re­
peat, increased restrictions, and that ·is 
what this bill does in the conference re­
port-of the private enterprise system 
as one of the first orders of business 
when we come to regulatory matters be­
fore us. 

Mr. President, the No. 1 domestic prob­
lem facing this country-and, I think 
the President is absolutely right-is in­
flation. One of the reasons why inflation 
is so serious is because there has been far 
too much borrowing and too little cash 
payment in this country by the Federal 
Government and in the private sector. 

We are correct to criticize the Federal 
Government's excessive borrowing and 
spending. I think the Federal Govern­
ment has to reduce its borrowings, has to 
run surpluses instead of deficits, has to 
stop bidding up interest rates. 

Mr. President, we have a conference 
report on a bill here today which would 
continue to discourage people from pay­
ing cash and to encourage them to bor­
row on credit. 

The Federal Government is a big fac­
tor. It is about a quarter of our economy. 
But almost two-thirds of our economy is 
in the private sector. If we are going to 
follow a policy of supporting regulations 
which discourage the payment of cash · 
and encourage borrowing money, en­
courage driving up interest rates, en­
courage inflation by excessive credit," it 
seems to me we are following a most un­
wise course, economically, and a course 
which is not in the interest of consumers, 
a course which particularly contradicts 
the very essence of the position the Re­
publicans have properly taken, that it is 
time we emphasized free enterprise. 

This legislation is opposed by con­
sumer groups, business groups, and free 
enterprise groups. I do not know any 
consumer group, not one, which has 
taken the position that this regulation is 
in the consumer interest. These con­
sumer groups are ably staffed. They have 
won the admiration of us. We may dis­
agree, but .they won our admiration on 
the basis of their competence. 

They say that consumers will be ill 
served if we pass this bill restricting the 
credit surcharges, that it will be against 
the interest of the consumer and it will 
mean that the consumer will have to pay 
more when he pays cash. 

This legislation is opposed by the re­
tail merchants, merchants such as Mont­
gomery Ward and Zayre's. These mer­
chants are on the line with consumers 
every day. They run the big discount 
houses. They feel they can give consum­
ers a better break and increase sales if 
they stop subsidizing credit purchases 
and off er cash customers higher dis­
counts. 

This legislation is also opposed by free 
enterprise groups such as the National 

Taxpayers Union, the Council for a Com­
petitive Economy and the Heritage 
:eoundation, all of whom oppose con­
tmued regulation of surcharges. 

Accora.1.ng to tne tit.Le this bill is con­
cerned wu.h cas.n d~counts. Let us not 
kid ourse1ves. 

Make no mistake about it, the heart 
and soul of this legislation is the de­
mand of the credit card industry that 
the congress extend the ban on credit 
card surcharges for another 3 years. 

Talk about a special interest group. 
Last year, the credit card industry 
charged merchants $1.5 billion. Why 
did they get that from merchants? They 
got it because when people went in to 
use their credit cards the merchants, 
in turn, would be billed by the credit 
card company for the interest and the 
cost of processing that credit transac­
tion. 

Of course, the credit card companies 
enjoy very much getting that $1.5 bil­
lion, but does anybody really believe 
that that $1.5 billion did not result in 
higher prices for the merchandise that 
all of us buy? Of course, it did. It is 
translated simply into higher prices. 
That is why the consumer organizations 
unanimously, without exception, em­
phatically oppose the bill in its present 
form. 

It is why they feel that merchants 
should be free. That is all we are asking. 
We are not asking that this be imposed. 
We are saying let the free enterprise 
system work. Why not let the mer­
chants be free to make a surcharge if 
they wish to do so? What is wrong with 
free enterprise, Mr. President? 

Back in 1975, the lines of battle on 
the surcharge question were far less 
clearly drawn. By a 4-to-3 vote, the 
Governors of the Federal Reserve Board 
came down in favor of the ban on sur­
charges. The Consumer Federation of 
America also opposed credit card sur­
charges at that time. The Consumer 
Affairs Subcommittee heard testimony 
from the Federal Reserve Board, the 
C"onsumer Federation of America, the 
Federal Trade Commisston, the Comp­
troller of the Currencv, and Oonsumers 
Union calling for an end to this unnec­
essary restriction of the free market 
system. 

So not only do we have an thP, con­
sumer organizations, not only do we 
have all the free enterprise organiza­
tions, every responsible. comnet.ent Gov­
ernment agency t.h~t. hac; ~+mii.ed t.hP. sit­
uation and testified, testified that we 
~hould remove thitt ban. That is what 
this amendment. does. Thev arP. uni:tni­
mously for it. There is no competent tes­
timony that does not have a clear spe­
cial interest, such as the credit card 
companies themselves, that opposes this 
amendment. 

On the other side of the coin, the 
credit crird industry claims that the 
Governn 1ent restrict; on of surcharges is 
somehow in the public interest. 

Frankly, when we :first began the de­
bate on surchar~es in 1974. I had no idea 
how inflationary the hidden merchant 
discount fees might become. For ex!l.m­
ple the domestic operations of the three 
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major credit card issuers-Visa, Master 
Charge, and American Express-collec­
tively earned in excess of $1.5 billion 
from these hidden fees in 1980 alone. 

After listening to literally hundreds of 
bankers testify before the Banking Com­
mittee that every law and regulation 
eventually results in additional costs 
which are always passed along to con­
sumers, there is certainly no doubt in my 
mind that the $1.5 billion hidden fee 
was likewise passed along to all consum­
ers in t:he form of higher prices for goods 
and services. Nor, I might add, does 
there seem to be any doubt on the part 
of the Federal Reserve Board that these 
hidden fees are buried in the regular 
prices of goods and services of mer­
chants who accept credit cards. 

Of course, they ar·e. We were not born 
yesterday. We know there is no way the 
merchants can assume this. They are 
going to go out of business if they do not 
pass along their costs. They have to. It 
is the first thing you learn in cost ac­
counting. Every merchant who has 
enough sense to come in out of the rain 
is going to require that his costs be cov­
ered in the price he charges. They do 
that. 

There is nothing wrong in that. It is 
proper, it is desirable, it is necessary. 
And they pass along that cost. 

Unfortunately for cash purchasers, 
merchants have no way of knowing 
which customers will pay by cash and 
'which will pay by credit card. Con­
sequently, merchants must bury the $1.5 
billion merchant fee in their regular 
price, with the result that both cash and 
credit card customers alike must shoulder 
this hidden fee. 

Even if we conservatively assume that 
cash customers wind up paying only one­
third of the merchant fee, that still 
amounted to a $500 million subsidy of 
credit card purchasers by cash customers 
in 1980. 

Finally, let me say this to my Repub­
lican colleagues. If this conference report 
is adopted and is sent to the White House 
for signature it will be an embarrass­
ment to President Reagan who speaks so 
eloquently of free enterprise. 

The administration and the new ma­
jority have not put their money where 
their mouths are on this legislation. 

Mr. GARN. Mr. President, I am not 
aware that anyone eJse desires to sneak 
on this issue. As I said, it passed the Sen­
ate overwhelmingly, and also the House 
of Representatives, and it was debated 
at that time. 

If there is no one else who desires to 
speak, I am also unaware of any request 
tor a rollcall vote, and I am prepared to 
vote by voice vote. 

The PRESIDING OFFICER. The 
question is on agreeing to the conference 
report. 

<Putting the question.) 
The PRESIDING OFFICER The 

Chair is in doubt and asks for a dfvision. 
All those in favor will stand and be 
counted. 

«Senators rising.) 
The PR'F.SIDING Ol<'FICER All those 

opposed will stand and be counted. 
<Senators rising.) 

The PRESIDING OFFICER. The ayes 
appear to have it, the ayes have it, and 
the conference report is agreed to. 

Mr. GARN. Mr. President, I move to 
reconsider the vote by which the confer­
ence report was agreed to. 

Mr. BAKER. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

ORDER OF BUSINESS 
Mr. BAKER. Mr. President, is there an 

order for the next item of business? 

DEPARTMENT OF JUSTICE 
AUTHORIZATIONS, 1982 

The PRESIDING OFFICER. The clerk 
will report the pending business and will 
state the bill by title. 

The assistant legislative clerk read as 
follows: 

A bill (S. 951) to authorize appropriations 
for the purpose of carrying out the activities 
of the Department of Justice for fiscal year 
1982, and for other purposes. 

The Senate resumed consideration of 
the bill. 

SENATE RESOLUTION ON SOCIAL SECURITY 

Mr. BAKER. Mr. President, it is my 
hope that this afternoon we can turn to 
the consideration of the sense-of-the­
Senate resolution in respect to social se­
curity which I identified on yesterday. 

Negotiations have been under way with 
the hope that we can obtain a time 
agreement on that measure. I think the 
prospects are good that we can. But for 
the moment we are not prepared to pro­
ceed. Therefore, I suggest the absence of 
a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro­
ceeded to call the roll. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

UNANIMOUS-CONSENT AGREE-
MENT-SENATE RESOLUTION 87 

Mr. BAKER. Mr. President, as I indi­
cated earlier, there is a desire on the 
part of some Members to proceed to the 
consideration of Calendar Order No. 167, 
Senate Resolution 87, a sense-of-the­
Senate resolution expressing concern re­
garding social security benefits. 

I understand that all parties to that 
measure will be ready to proceed to the 
consideration of that resolution at 4 
o'clock this afternoon. I have a time 
agreement that I am about to propound, 
Mr. President, with respect to the con­
sideration of that measure that I believe 
has been cleared on the minority side. 

Mr. President, I ask unanimous con­
sent that when the Senate turns to the 
consideration of Calendar Order No. 167, 
Senate Resolution 87, a resolution ex­
pressing the sense of the Senate regard­
ing social security benefits, it be consid­
ered under the following time agree­
ment: 

One hour total time of debate on the 
resolution, to be equally divided between 
the distinguished Senator from Pennsyl­
vania, Mr. HEINZ, and the distinguished 
minority leader or his designee, with the 
proviso that no motions, amendments, 
appeals, or points oi order be in order to 
the resolution and that the agreement be 
in the usual form. 

The PRESIDING OFFICER. Without 
object~on, it is so ordered. 

RECESS UNTIL 4 P.M. 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the Senate 
stand in recess until the hour of 4 p.m. 
and that when it reconvenes . at 4 p.m. 
the Chair lay before the Senate, Senate 
Resolution 87 under the terms and the 
provisions of the order just entered. 

There being no objection, the Senate, 
at 2:44 p.m., recessed until 4 p.m.; 
whereupon, the Senate reassembled 
when· called to order by the Presiding 
Officer (Mr. DANFORTH). 

QUORUM CALL 

The PRESIDING OFFICER. The 
Chair, in his capacity as a Senator from 
the State of Missouri, suggests the ab­
sence of a quorum. 

The clerk will call the roll. 
The bill clerk proceeded to call the roll. 
Mr. HEINZ. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

TAXATION OF SOCIAL SECURITY 
BENEFITS 

The PRESIDING OFFICER. Under 
the previous order, the Senate will noW' 
proceed to the consideration of Senat~ 
Resolution 87, which will be stated by 
title. 

The assistant legislative clerk read as 
follows: 

A resolution (S. Res. 87) expressing the 
sense of the Senate that the Congress not 
enact legislation to tax social security bene­
fits, and for other purposes. 

The Senate proceeded to consider the 
resolution, which had been reported 
from the Committee on Finance, with 
amendments. as follows: 

On page 2, line 4, strike "the", and insert 
"their"; and 

On page 2, line 4, strike "of American 
workers". 

The cosponsors of the resolution are: 
Mr. Heinz, for himself, Mr. Chiles, Mr. 

Proxmire, Mr. Gra.sslev, Mr. Pres'.'ler, Mr. Co­
hen, Mr. Percy, Mr. Melcher. Mr. Pryor, Mr. 
Glenn, Mr. Burdick, Mr. Bradley. Mr. Dodd, 
Mr. Packwood, Mr. Dole, Mr. Cannon, Mr. 
Williams, Mr. Moynihan. Mr. Mitchell, Mr. 
Sasser, Mr. Garn. Mr. Levin, Mr. Sarbanes, 
Mr. Roth, Mr. Simnson. Mr. Symms, Mr. 
Harry F. Byrd, Jr .. Mr. MatsunB.ga, Mr. Bent­
sen, Mr. Riegle, Mr. Zorinsky, Mr. DeConcin1, 
Mr. Goldwater, Mr. Bumuers. Mr. Randolph, 
Mr. Kennedy, Mrs. Hawkins, Mr. Welcker, Mr. 
Thurmond, Mr. Warner, and Mr. Robert C. 
Byrd. 
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Mr. HEINZ. Mr. President, it is my 
understanding that a time agreement 
has been entered into on this measure; 
that the time limitation is to be 1 hour, 
evenly divided b9tween me and the mi­
nority manager of the bill, Senator 
MOYNIHAN. Will the Chair advise me if 
that is correct? 

The PRESIDING OFFICER. The Sen­
ator is correct. 'I'he time is controlled by 
the Senator from Pennsylvania and the 
designee of the minority leader. 

Mr. HEINZ. I thank the Chair. 
Mr. President, the resolution before 

the Senate, 3enate Resolution 87, has 
numerous cosponsors, including the fol­
lowing three cosponsors whose names I 
ask unanimous consent be added: The 
Senator frcr.n Massachusetts <Mr. KEN­
NEDY), the Senator from Florida <Mrs. 
HAWKINS), and the Senator from Con­
necticut (Mr. WEICKER). 

The PRESIDING OFFICER. Without 
objection; it is so ordered. 

Mr. HEINZ. Mr. President, I submitted 
this resolution last March, and its pur­
pose is, very simply, that of opposing the 
taxation of social security benefits. 

When I submitted the resolution, in 
my remarks on the fioor I referred to the 
continuing fear of social security recipi­
ents that their benefits will suddenly be 
subject to taxation. I also said that ac­
tion on the resolution was needed to re­
assure those citizens that they would not 
face a sudden, unexpected loss of income. 

Mr. President, since that time, older 
Americans have been bombarded on a 
daily basis, verbally and in print, with 
proposals that make sweeping, drastic 
changes in the social security system, 
changes far beyond taxation, which are 
causing a crisis of confidence, among our 
retired citizens and those who are about 
to retire, aibout our social security 
system. 

I believe that today the Senate has 
an opportunity-at least, partially so­
to allay those fears by strongly support­
ing Senate Resolution 87, by expressing 
the sense of the Senate that the 97th 
Congress will not enact legislation which 
would change the tax treatment of social 
security benefits. I urge my colleagues 
on both sides of the aisle, on a strong 
bipartisan basis-this should not be a 
partisan issue-to vote in favor of the 
resolution. 

Mr. President, for many older Ameri­
cans in every State, retirement income 
is less than adequate to meet the costs 
of basic necessities. That was true when 
we started the social security system 
more than 40 years ago. Regrettably, it 
is still true today. 

The fact is that there are millions 
of elderly people who are struggling to 
keep up with inflation. Prices for food 
utilities, fuel, and medical care hav~ 
increased faster than the Consumer 
Price Index. Despite the indexing of 
social security benefits, the overall in­
c~mes of tJ:ie elderly have not kept pace 
with inflation. Taking away in taxation 
what already has been given in benefits 
that have not kept uu is, of course a 
reduction of benefits, however we might 
try to disguise it. 

Any decision to tax social securtty 
benefits would be grossly unfair to those 

who have planned their retirement with 
the expectation of a tax-free social se­
curity benefit. 

Those already retired and people who 
are about to retire do not have the op­
portunity to change their future plans. 
They have already planned, and taxing 
their social security benefits would be 
pulling the rug right out from under 
them. It would be shredding their plan. 
It would be a human disaster. 

We must not lose sight of the fact 
that social security is a vital source of 
income for older Americans. Over 90 
percent of the families headed by an 
older person depend upon social secu­
rity for at least a portion of their income 
and for two-thirds of those families so­
cial security is their major source of 
income. 

Mr. President, our citizens are already 
burdened enough by heavy taxes. At the 
time when we are seeking to alleviate 
some of this tax burden, it is unwise and 
it is wholly inconsistent to increase taxes 
for those on limited incomes. 

The elderly, even without taxes on so­
cial security, pay a substantial portion 
as it is of the total Federal income taxes 
collected by the Internal Revenue Serv­
ice. Persons over age 65 who constitute 
about 11 percent of the total population 
pay 10 percent of all personal income 
taxes. 

Social security, Mr. President, is the 
cornerstone of our Nation's retirement 
system. It is a system that has worked. It 
has worked well. It has worked well for 
more than 40 years. 

While Congress can and must act now 
to restore fiscal stability to the program, 
and I trust we will do so this year, to 
spare people any further anxiety, taxa­
tion of benefits is not the solution. It is 
not the answer, as some would have us 
believe, to the problems of social security. 

So, Mr. President, it is my view that 
approval by the Senate today of Senate 
resolution 87, the measure before us, will 
be proof to the Nation's elderly that we 
strongly support the past commitment 
that we reaffirm in today's present to 
their economic security and well being. 

Mr. President, I yield to the Senator 
from New York. 

Mr. MOYNIHAN. Mr. President, I 
thank the distinguished Senator from 
Pennsylvania. On behalf of the Demo­
cratic cosponsors of Senate Resolution 
87 I rise to express solidarity with the 
views that the Senater from Pennsyl­
vania has stated and to add simply to a 
position that the Democratic Members of 
this body have sustained through the 
nearly half-century since passage of the 
Social Security Act. This resolution to 
express our opposition to taxing social 
security benefits is particularly timely 
and particularly important at a moment 
when there has been in our view an un­
fortunate and unnecessary effort on the 
part of some members of the administra­
tion to suggest that the social security 
system is in some grave crisis that will 
require extraordinary reductions in ben­
efits from persons entering the system. 

On the 12th of May the administra­
tion proposed that for persons entering 
the system as of January 1 benefits be 
reduced 10 percent across the board. For 

persons retiring at 62, when the majority 
of persons do retire, that the overall 
reductions be 40 percent, leaving such 
persons who have no other income with 
an average retirement benefit that is 19 
percent of their average earnings in 
years when paying into the social secur­
ity system. This is a benefit that would 
keep them permanently below the Gov­
ernment's poverty line and would in­
deed leave them impoverished. 

I think it important to recognize just 
how many people, as the Senator from 
Pennsylvania has said, depend utterly 
on social security. According to a 1976 
study by the Department of Health, 
Education, and Welfare <as it was then 
called) 57 percent of the persons retiring 
at age 62 are ill. The evidence from the 
one survey taken in 1977 would have us 
understand that a majority of those per­
sons have at the time of their retire­
ment no other income. Some of them 
are unemployed. Many of them are ill. 
They entered a system which provides a 
source of income for when they will have 
none. I think it is clear that this body 
will not accept the administration pro­
posals. Throughout the country there has 
has been a tremor of concern, partic­
ularly among older persons who do not 
follow the specifics and the details of the 
actuarial estimates of what will be the 
ratio of beneficiaries to contributors in 
the middle third of the 21st century. 

All they hear, as they heard from Mr. 
Svahn on July 6, is "crisis, crisis, bank­
ruptcy, crisis, crisis," four crises in 2 
pages of a press statement. 

The persons in the system now have 
the right to know that their benefits are 
secured and will not be reduced and 
will not be taxed. 

It is certainly the view on this side of 
the aisle that this will not happen and 
I am happy to see the degree to which 
this is shared on both sides of the aisle. 
I wish to state our complete support for 
this resolution at this time. 

Mr. HEINZ. Mr. President, I compli­
ment and thank my distinguished col­
league from New York, Senator MOY­
NIHAN, for his comments on behalf of 
this resolution. 

He was one of the Senators who joined 
with me very early on when I intro­
duced this legislation in the first place. 

He, as a member of the Finance Com­
mittee, has taken a special interest in 
the problems of our social security sys­
tem, and I publicly recognize his efforts 
and thank hlm for his remarks. 

Mr. President, I ask unanimous con­
sent that Senator THURMOND be added 
as a cosponsor. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. COHEN. Mr. President, I support 
Senate Resolution 87, a resolution re­
affirming the sense of the Senate that 
social security benefits should continue 
to be exempt from taxation. 

In recent weeks we have all been 
made pai.nfully aware that the economic 
viability of the social security system is 
severely threatened. There is very little 
dispute that the Congress must act im­
mediately and responsibly in order to in­
sure that the Nation's oldest and most 
popular social program is not allowed to 
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drift into the throes of bankruptcy. 
While the task will be difficult, we have 
no choice but to address the problem. 
The most irrespansible course of action 
would be to simply turn our back to the 
problem and do noth:ng. 

While we face a number of difficult 
choices for restoring health to the social 
security system, I do not believe that the 
taxation of social security benefits is nec­
essary in order to solve our immediate 
short-term financing problems. As a co­
sponsor of this resolution, and as a sup­
porter of the social security system, I do 
not believe the wise choice will be to place 
further tax burdens on our older Ameri­
cans, who already pay 10 percent of all 
personal income taxes and who are the 
hardest hit by inflation. 

Older Americans on fixed incomes, 
nearly two-thirds of whom try to make 
ends meet on social security as their 
major source of income, cannot tolerate 
further taxation. Time after time, in 
hearing after hearing, ·and in letter ia!­
ter letter, I have heard from the elderly 
residents of my State and across the 
country that inflation, energy cost.5, and 
spiraling interest rates threaten their 
daily security. For some, nearly half of 
their income is devoted to necessities. 
Can we really afford to tax the hardest 
hit segment of our population further? 

I believe the answer to that question 
is an unequivocal no. As a member of 
the Senate Special Committee on Aging, 
I am pleased that hearings have been 
held, witnesses have been heard, and sug­
gestions have been considered for re­
forming the social security system. To 
my knowledge, no one has recommended 
the taxation of social security benefits 
as a method of relieving the system of 
its financial problems. 

The American public deserves our re­
assurance that we will follow the wisest 
course of action possible, and that social 
security benefits will not be rashly and 
immediately cut by exposure to further 
taxation. 

Mr. THURMOND. Mr. President, today 
I am pleased to rise, as a cospansor, to 
support Senate Resolution 87, which ex­
presses the sense of the Senate that so­
cial security benefits should not be sub­
ject to Federal income taxes. This reso­
lution could not be considered at a more 
opportune time. 

As Congress nears completion of its 
annual budget process, it is imperative 
that those Americans who now depend 
on social security be assured that we here 
in the Senate are sensitive to their needs. 
People who have retired are the people 
who deserve the security this system of­
fers. They have worked hard to help 
make this country great, and they have 
contributed financially to the retirement 
system. Now, they have a reasonable ex­
pectation of receiving this retirement in­
come. We have a solemn duty to insure 
tha;t every effort is made to protect these 
retirement benefits. 

Just as we owe these retired Americans 
our diligence in guarding their individual 
benefits, we owe them the greater duty 
of protecting the whole system. The so­
cial security system must remain sound. 
rt is not enough that social security re­
tirement checks be sent next month; 
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they must be available next year and the 
years after that. We in Congress must 
take every step necessary to insure that 
the retirement system remains fiscally 
sound, no matter what the political cost. 

Mr. President, I believe that this reso­
lution is one sign of our dedication to 
protecting those who rely on social se­
curity. For those who believe that the 
Federal Government only has their best 
interests at heart, an attempt to tax so­
cial security benefits is a rude awakening. 
As we now reap the results of the ex­
cesses of past administrations and Con­
gresses in both entitlements and a slowed 
economy, the dollar has weakened to the 
point that many of our elderly citizens 
are losing their fight against the ravages 
of inflation. On top of this, ·there are 
those who would further diminish the 
finances of these Americans by subject­
ing their social security income to Fed­
eral taxation. 

Last year, I joined with Senator JEPSEN 
and others to oppose this proposal. I am 
glad that the full Senate now has the 
opportunity to indicate its strong oppo­
sition to such taxation. This resolution 
should indicate our commitment to the 
social security system-both in protect­
ing the benefits of currently retired 
Americans and in insuring the long-term 
existence of the system. We must act to 
insure the soundness of the social se­
curity system. The situation demands it, 
and Americans deserve no less. 

DO NOT TAX SOCIAL SECURITY BENEFITS 

Mr. CHILES. Mr. President, I rise in 
support of Senate Resolution 87 ex­
pressing the sense of the Senate that 
social security benefits should not be 
subject to Federal taxation. 

Senator HEINZ and I, as chairman and 
ranking minority member of the Special 
Committee on Aging, introduced this 
resolution along with many of our col­
leagues on March 5. I am pleased that 
the Finance Committee has taken such 
timely action on the resolution, and I 
urge all of my colleagues here today to 
vote favorably on the resolution. 

During the past few weeks, millions 
of social security beneficiaries aM across 
the Nation have had nothing but bad 
news about social security. They have 
heard that the trust funds are going 
broke and that their checks may stop 
coming or be delayed. Many older Amer­
icans are afraid. They have heard all the 
bad news-and I think it is unfortunate 
that they have not gotten much reassur­
ance from us here in Congress. 

This is a good time to remind all social 
security beneficiaries that we have 
already gone on record-with a 96-to-O 
vote-that we will not make changes to 
social security any more than is abso­
lutely necessary to make sure that the 
checks keep coming on time. And it is 
a good time to point out that we have 
already taken some action in the budget 
reconcHiation bill which will help make 
sure that social security checks will not 
stop and will not be delayed. 

This resolution gives us another op­
portunity to reassure social security 
beneficiaries that we will not be making 
cuts any more than is necessary to insure 
the solvency of the system. Taxing social 
security benefits is not necessary. 

I do not think my colleagues need to 
be talked into voting favorably on this 
resolution, because I think you agree 
with me. But I would like to point out 
that we will soon be taking up a tax cut 
bill in the Senate. We certainly do not 
want to be telling social security benefi­
ciaries that we are going to ask for addi­
tional taxes from them at the same time 
we are cutting taxes for everyone else. 

Taxing social security benefits is not 
even part of the ansewer to solving social 
security's problems. Social security 
beneficiaries need all the reassurance we 
can give them now, and this resolution 
can help give them that reassurance. 

Mr. BURDICK. Mr. President, during 
a period of some confusion in the coun­
try as to the strength of the Federal 
Government's commitment to the social 
security system, the Senate has an op­
portunity today to send a clear message 
to older Americans: There will be no 
taxation of social security benefits ap­
proved by this Congress. 

At a time when those dependent on 
social security are justifiably concerned 
about what changes in the program will 
be approved by Congress in the effort to 
restore it to short-term and long-term 
financial solvency, we can at least make 
it clear that the designation of social 
security benefits as taxable income is not 
one of the changes being contemplated. 

This sense of the Senate resolution was 
introduced in March in response to a 
recommendation by the President's Com­
mission on Pension Policy that social 
security receive the same tax treatment 
as other retirement programs. Since 
then, with both the House and Senate 
including elimination of the minimum 
social security ben~fit in their budget 
reconciliation bills and long-terms cuts 
in benefits being considered by the ap­
propriate committees, it has become even 
more apparent that taxation of social 
security benefits is an economic blow 
that millions of older Americans should 
not be asked to sustain. 

n is estimated that the average annual 
tax in~rease for households receiving so­
cial security benefits would be $350. The 
deduction of that amount of money from 
·the disposable income of those whose 
only income is derived from social secu­
rity benefits could make a significant dif­
ference in their ability to purchase such 
necessities of life as food, medicine, and 
C'lothing. 

Congress faces a number of difficul,t 
dec,isions in its deliberations on reform 
of the social security system, but the vote 
on this resolution is not one of them. 
Just as the Senate voted unanimously on 
May 20 to reject any precipitous and un­
fair reduction in early retirement bene­
fits, so today we can act to assure social 
security recipients that they need not 
worry about taxation of their benefits. 
I urge the Senate to give its overwhelm­
ing approval to this important resolution. 

SOCIAL SECURITY BENEFITS SHOULD NOT BE 
TAXED 

• Mr. JEPSEN. Mr. President, I rise in 
support of the resolution offered by my 
distinguished colleague from Pennsyl­
vania <Mr. HEINZ). I must say, however, 
that I do so reluctant1y. Not because I 
do not agree with the intent of the res-
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olution, but rather because I do not 
think it goes far enough. I believe the 
simplest and most straightforward thing 
to do would be to spell out c-ur serti · 
ments in law. A Senate resolution is not 
enough. 

Contrary to conventional wisdom, pub­
lic law does not provide for the tax­
exempt status of soQial security benefits. 
It enjoys the much weaker and more un­
certain protection of an Internal Rev­
enue Service ruling, dating from 1941. 
This raises the frightening possibility 
that benefits could become subject to 
Federal income tax at any time and 
without the prior approval of any legis­
lative body. This resolution would not 
prevent this. 

In 1979 the Advisory. Council on Social 
Security published an opinion that the 
1941 IRS ruling was inequitable and 
argued for taxation of half of social secu­
rity benefits. A recent book by Mickey 
Levy, "The Tax Treatment of Social 
Security," and a series of articles in lead­
ing publications have adopted similar 
positions. 

Several months ago, the President's 
Commission on Pension PoUcy issued a 
recommendation along identical lines. I 
mention these references to underscore a 
serious threat confronting older Amert-

. cans. For example, in the past many of 
the advisory's council's proposals have 
ultimately become legislation. This 
threat is not trivial. The need for legis­
lative response is critical. 

Three powerful arguments urge imme­
diate consideration of this response. 

First, the taxation of social security 
benefits would target one of the poorest 
sectors of our society. The incremental 
burden on our elderly population would 
amount to $36 billion by 1985. This aver­
ages $350 per year for every affected per­
son over 65. Approximately 10.6 million 
of the 42.2 million benefit recipients 
would be impacted. Considering that al­
most 20 percent of retired persons--even 
with social security-live below the pov­
erty level, it is difficult to comprehend 
why any proposal to tax program bene­
ficiaries could enjoy even limited sup­
port. The idea bears frightening implica­
tions for the already depressed standard 
of living of America's older citizens. 

Second, and this is extremely impor­
tant, Mr. President, the apparent logic 
for taxing social security implies that the 
system is a welfare mechanism designed 
to redistribute income from the wealthy 
to ~he poor. This concept was forcefully 
articulated by the New York Times in an 
editorial last year. The paper's endorse­
ment of the taxation of social security 
was based on the mistaken assumption 
that most beneficiaries would be unaf­
fected because their income is so low: 
Only the privileged few, the article sug­
gested, would be assessed. This line of 
thinking is wrong. 

The social security program is a pen­
sion system to which one has a right 
based on the withholdings one pays into 
it throughout a working lifetime. It is 
neither a welfare mechanism nor a med­
ium f.or redistributing society's assets. 
That is not interpretation, it is the lan­
guage of the Social Security Act. I op-

pose any nonlegislative ruling which con­
tradicts the original expressed purpose 
of Congress. I oppose turning social secu­
rity into an instrument of political 
manipulation. The Wall Street Journal 
published an editorial responding to the 
statements that appeared in the New 
York Times and emphasizing the point 
I have just made, I urge my colleagues 
to read this article. 

The third and final argument is one 
of integrity. At a time when confidence 
in the Federal Government is at an all­
time low, I believe it would not be im­
prudent to aggravate that cynicism fur­
ther by undermining the value and pur­
pose of social security. Inflation and in­
terest rate instability affects older Amer­
icans more than other groups. This 
makes it all the more important for Con­
gress to guarantee, by statute, the in­
tegrity of the one social program which 
this sector of our society depends upon 
most. 

In closing Mr. President, I applaud my 
distinguished colleagues leadership on 
this issue. I only hope that later this 
year we can give the Senate an opportu­
nity to vote on a bill that will make the 
tax-exempt status of social security part 
of permanent law so that the retirees in 
this country will never have to worry 
about the possibility that their benefits 
might be taxed.• 
G Mr. BENTSEN. Mr. President, as an 
original cosponsor of Senate Resolution 
87, I am pleased to speak in support of 
this measure which expresses the sense 
of the Senate that social security bene­
fits remain exempt from Federal taxa­
tion. Social security benefits are not ex­
plicitly precluded from taxation by stat­
ute, but have remained tax free because 
of administrative rulings dating back 
to 1938. A change in this policy of long 
standing would defeat the underlying 
purposes of the social security program 
and I do not believe that such a change 
is warranted at a time when our citi­
zens are already overburdened by heavy 
taxes. 

It would be unconscionable, particu­
larly during a period of high inflation to 
increase the tax burden for some of this 
Nation's most vulnerable citizens, elderly 
persons on fixed incomes. While the 1979 
Advisory Council on Social Security and 
the President's Commission on Pension 
Policy Report released in February of 
this year recommend that benefits from 
social security receive the same tax 
~re.atment as other retirement programs, 
it is clear that the administrative prob­
lems associated with taxing such bene­
fi.ts would be extraordinarily complex 
and that the information available on 
the effects of such a change in policy is 
insufficient to justify implementing these 
recommendations. 

Mr. President, the financial integrity 
of the social security system is of great 
concern to me and will be one of the 
most important issues before the 97th 
Congress. Adoption of this resolution 
will not delay examination of alterna­
tive funding sources for the payment of 
benefits under the Social ~ecurity Act, 
however, it will serve as a substantial 
commitment to the protection of bene-

fits now being received. I urge my col­
leagues on both sides of the aisle to join 
with me in support of this resolution.• 
• Mr. PRYOR. Mr. President, I join to­
day with Senator HEINZ and other mem­
bers of the Special Committee on Aging 
in supporting a sense of the Senate 
resolution expresing the view that social 
security benefits should remain exempt 
from Federal taxation. 

During these times of uncertainty 
within the social sec.urity system, it is 
imperative that we continually reassure 
our elderly citizens that the social se­
curity program will fulfill its original 
promises to the American people. 

With economic unrest and high in­
flation, our social security beneficiaries 
live in a constant fear that their bene­
fits will become subject to taxation. At 
the present time 25 percent of our elder­
ly citizens are near or below the poverty 
line and struggle with rising costs of fuel, 
food, medical care, and utilities. Prices 
for these basic necessities have escalated 
far above the Consumer Price Index. 

To consider taxation for moneys that 
have been guaranteed as tax-exempt 
benefits would actually serve as a re­
reduction in benefits. Such a reduction 
through taxation would be detrimental 
to those people who live on fixed incomes 
and lack any other avenue of receiving 
additional benefits. Those who would be 
affected by such a tax already pay 10 
percent of the total personal income tax 
paid to the IRS. 

Many hearings by the Special Com­
mittee on Aging have sharpened our per­
ception of the vital importance and ex­
tensive dependence that our elderly 
place on the social security program. 
Although there is definite need for re­
form in the social security system to in­
sure its financial soundness, a tax on 
guaranteed benefits would prove to be 
an unfair and undermining factor to­
ward the reformation of our system. 

The taxation of the benefits enjoyed 
by 93 percent of Americans over 65, 
coupled with inflation, would be requir­
ing the millions of Americans who have 
paid faithfully into the social security 
program to carry an undeserved burden 
for the American people.• 
• Mr. GRASSLEY. Mr. President, social 
security owes its current tax-exempt sta­
tus to Bureau of Internal Revenue bul­
ings in 1938 and 1941, which held social 
security lump sum and monthly benefits 
to be nontaxable. The 1941 ruling was 
based, in part, upon the Bureau's con­
viction that subjecting benefit payments 
to income taxation would tend to defeat 
the underlying purposes of the Social 
Security Act, the most important of 
which is to attack the problems of inse­
curity by po vi ding safeguards designed 
to reduce future dependency. 

This sense-of-the-Senate resolution is 
necessary for a number of reasons. Fore­
most among those reasons ts the concern 
generated among current beneficiaries 
by recent Advisory Council on Social Se­
curity recommendations that one-half 
of social security benefits be made sub­
ject to taxation. This resolution, express­
ing the sense of the Senate that the cur­
rent tax exempt status of social security 
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benefits not be changed, should help to 
assuage their fears. 

This resolution is also justified on sub­
stantive grounds. It is highly likely that 
Congress will be forced to take actions 
to alleviate the short- and long-term 
funding dimculties in social security this 
year, which will probably entail limited 
benefit reform. Any action by Congress 
or the ms to tax benefits-especially the 
benefits of current recipients-this year 
would be ill considered. 

Mr. President, I submit that the un­
derlying purPoses of the Social Security 
Act have not changed substantially since 
1941. Logic would dictate, then, that so­
cial benefits should continue to be ac­
corded tax-exempt status.• 
•Mr. DODD. Mr. President, I believe the 
Senate should act amrmatively on Sen­
ate Resolution 87, expressing the sense of 
the Senate that the Congress not enact 
legislation to tax social security benefits. 

On May 20, by a vote of 96 to 0, the 
Senate passed an amendment to the 
omnibus supplemental appropriations 
bill expressing its sense that Congress not 
reduce social security benefits. The Sen­
ate agreed to consider only those reforms 
necessary to insure the social security 
system remains financially sound. 

Taxing social security benefits is 
merely a back-door means of slashing 
benefit payments. Whether social secu­
rity benefits are taxed or cut outright, 
the end result remains the same: bene­
fits are reduced. 

Reducing social security benefits would 
break a promise made not only to senior 
citizens who contributed to the fund in 
the past but to wage earners who con­
tribute in the present. Thus, taxing so­
cial security benefits would seriously 

· weaken the faith all Americans have 
in the integrity of the social security 
program and its ability to protect them 
from the sharp drop in income which 
often accompanies retirement, disability, 
and death of a spouse. 

Today, one of every nine Americans is 
a senior citizen. These older Americans 
helped make this country what it is. They 
have fought wars, grown our food, worked 
as laborers and managers in our fac­
tories, built our roads, diiscovered cures 
for our diseases, and educated us and 
our children. They contributed part of 
their wages to the social security system 
during their most productive working 
years, confident that they would receive 
benefits when they needed them after 
retirement. Our senior citizens retired 
in good faith, believing that they could 
count upon governmental assistance if 
they needed it. 

We cannot change the rules in the 
middle of the game for these seniors. 
They abided by the rules all their work­
ing lives, paying into social security 
funds year after year. How can we now 
decide not to pay back those who con­
tributed to the social security program, 
thereby refusing to abide by the same 
rules we held them to? 

Many of our elderly constituents made 
the decision to retire based upon the 
premise that the social security benefits 
due them would be paid. We cannot back 
out on them now without dangerously 

undermining not only their confidence in 
Congress but also the confidence of their 
children and their children's children. 

Mr. President, this year the Congress 
is in the business of figuring out how best 
to limit, not increase, the tax burden on 
the American people. A _number of tax 
reduction proposals have been floated by 
members of both parties, and I do not 
agree with all of them. For example, 
multiyear rate reductions of the sort 
proposed by the administration will 
probably prove infia tionary and may 
lock us in to longer term policies without 
the flexibility needed to address rapidly 
changing economic circumstances. How­
ever, it is clear that stemming the tax 
burden in a manner consistent with our 
national economic objectives is of high 
priority. It is clear that imposing taxes 
on social security benefits not only is un­
fair for beneficiaries, but runs directly 
counter to the expressed wishes of the 
American people and Members of Con­
gress of both parties. We should not in­
flict a double whammy on our senior citi­
zens by simultaneously increasing taxes 
for them while cutting taxes for others, 
and imposing an arbitrary new standard 
which can only complicate and under­
mine their financial planning. 

Mr: President, I urge that the Senate 
adopt Senate Resolution 87.• 

TAX-FREE STATUS OF SOCIAL SECURITY 
BENEFITS 

Mr. DOLE. Mr. President, I am pleased 
to support this resolution. I trust that 
there will be no opposition to this meas­
ure. It is virtually identical to Senate 
Resolution 432, passed by the Senate last 
August 4. 

The resolution is very simple. It merely 
states that it is the sense of the Senate 
that social security benefits not be taxed. 
Recommendations by the 1979 Advisory 
Council on Social Security and the Presi­
dent's Commission on Pension Policy 
that social security benefits be taxed, in 
part, may have alarmed many Ameri­
cans. This resolution will put their fears 
to rest. The Senate, to my knowledge, has 
never considered taxing social security 
benefits and will not start now. The 
amendments made, !n committee, to the 
resolution originally referred to us are 
minor language changes and modifica­
tions of factual statements. There were 
no objections to the changes or the meas­
ure itself in committee. 

This resolution may be the least con­
troversial item regarding social security 
we will see for quite awhile. This Con­
gress must face very dimcult decisions 
regarding the social security system this 
year. The taxation of benefits, however, 
will not be one of them. 

KEEPING SOCIAL SECURITY BENEFITS EXEMPT 
FROM FEDERAL TAXATION 

Mr. ROBERT C. BYRD. Mr. President, 
I rise in support of the resolution before 
the Senate today, which reamrms our 
longstanding policy that social security 
benefits should not be taxed by the Fed­
eral Government 

In recent weeks, we have heard a great 
deal of talk about reduc,ing the size of 
social security benefits to help reduce the 
cost of the retirement system. Taxing 
benefits would certainly be one means 

of reducing benefit levels. And, a decision 
to tax current benefits would constitute 
a precipitious and unfair benefit cut for 
elderly Americans who have planned for 
their retirement with the full expecta­
tion of tax-free benefits. 

The resolution before the Senate today 
states that the 97th Congress will not 
adopt any social security financing plan 
which would immediately subject social 
security benefits to Federal taxation. 

The purpose of the resolution is simply 
to reassure the elderly community. It 
seems clear that the circumstances and 
events of recent months call for the Con­
gress to reassure our Nation's social secu­
rity retirees, and workers. 

The integrity of the social security sys­
tem depends upon the essential qualities 
of trust, confidence, and predictability. 
This year, there have already been too 
many surprises-shocks, in many in­
stances-regarding proposed social secu­
rity benefit cuts for Americans approach­
ing retirement age, and for Americans 
who are already retired. These shocks 
have greatly disturbed the Nation's 
elderly and the Nation's workers. They 
have worked to undermine the integrity 
of the social security system. 

The administration would like every­
one to believe that it has not supported 
cuts in social security benefits for cur­
rent beneficiaries, but that has not been 
the case. The administration called for 
a. variety of such cuts, through the 
budget process. Its budget proPosals 
drastically reduce disability coverage. Its 
budget propasals reduce and then elimi­
nate benefits for dependents and sur­
vivors, between the ages of 18 to 21, who 
are attending school fulltime. Its budget 
proposals permanently eliminate the 
minimum benefit payment for both cur­
rent and future retirees. 

More than 500,000 Americans, age 80 
or older, have been receiving the mini­
mum payment for 15 years or longer. The 
administration would tell these elderly 
Americans, many of them widows, that 
they are no longer entitled to the bene­
fits promised to them by the social 
security system when they made their 
ret!rement plans and that, if they need 
assistance, they should apply for welfare. 

Many of us fought to preserve the 
minimum benefit payment for retired 
Americans. Senator RIEGLE twice offered 
amendments to preserve the payment for 
those already retired; both attempts re­
sulted in rollcall votes, but were unsuc­
cessful. 

Reducing and eliminating social 
security benefits for retired Americans­
through the budget process, not even a 
separate piece of legislation-sends a 
chilling message to Americans who be­
lieve in the social security system. 

In May, when the administration 
called for major and immediate cuts in 
social security retirement benefits, the 
Senate unanimously went on record to 
reject the plan. At that time, I had many 
concerns. I was afraid that the Presi­
dent's advisers were misinterpreting his 
personal pooularity as a license to un­
ravel the social security system. I was 
afraid that the plan, accompanied by 
dire administration predictions of the 
social security system's imminent col-
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lapse, was causing unnecessary fear and 
extreme distress among Americans­
both young and old. 

The depth of benefit cuts in that plan 
went beyond what might be necessary to 
insure adequate future financing of re­
tirement benefits. The plan sent rapid 
shock waves through the elderly com­
munity because it was completely un­
expected. 

In accepting the Republican nomina­
tion for the Presidency, Mr. Reagan 
quoted Franklin D. Roosevelt, telling the 
American people, "It is essential that the 
integrity of all aspects of social security 
be preserved." 

Mr. Reagan continued to strongly 
support social security throughout his 
campaign and just 2 months before he 
was elected he said: 

This strategy for (economic) growth does 
not require altering or taking back necessary 
entttlemenl;s already granted to the American 
people. The integrity of the Social Security 
system wm be defended by my admtntstra­
tlon. 

The only benefit changes that I re­
member President Reagan discussing in 
his campaign for the Presidency were 
ones which would raise the cost of the 
system, because at that time, he sup­
ported raising the benefit levels for 
women. 

When the President came before Con­
gress to argue the merits of his budget 
plan, he said that no budget savings 
would be made by cutting social security 
retirement benefits. He said that those 
benefits would be preserved as part of the 
Nation's "safety net." 

It is time for realism on social security; 
it is time for calm deliberation and no 
more surprises. The Congress should pro­
vide reassurance to our Nation's retirees 
and workers. The administration must 
also contribute to a restoration of confi­
dence, and its officials must not prey 
upon our most vulnerable fears. 

When OMB Director Stockman de­
f ended the administration's social secu­
rity "reform" plan, he testified before a 
congressional committee: 

The question before the Congress ts 
whether the 36 milllon Americans who cur­
rently depend on the social Security system 
can count on any check at all less than two 
years hence .... The most devastating bank­
ruptcy in history wlll occur on or about 
Nov. 3, 1982. 

Mr. Stockman said this to def end $88 
billion in social security cuts over the 
next 5 years which would grow into a 
23-percent cut in total social security 
benefit protection. The $88 billion in cuts 
would have destroyed the essential quali­
ties of trust, confidence, and dependa­
bility in the system. The plan would have 
destroyed the system's integrity because 
the plan was cruel and inhumane. Ac­
cording to the administration's own eco­
nomic forecasts, more than $80 billion of 
the "savings" in social security, proposed 
over the next 5 years, would not be 
needed to pay for benefits during this 
time. 

In the Senate resolution disapproving 
the administration's social security plan, 
the Senate made it clear that we will 
oppose social security cuts designed to 
balance the Federal budget, rather than 

to restore financial solvency to the trust 
funds. 

Let us now have some realism from the 
adminisitrat'i!on. EJoaggE.•ra.it'ed s'taitements 
do not contribute to debate, they dis­
tort it. 

I support the social security resolution 
before the Senate today. It is a sensible 
statement of the sense of the Senate 
regarding Federal taxation of social 
security benefits. It is a positive declara­
tion intended to reassure our Nation's 
elderly citizens. I am proud to be a co­
sponsor of the resolution, and I com­
mend Senator HEINZ, chairman, and 
Senator CHILES, ranking minority mem­
ber, of the Special Committee on Aging, 
for their bipartisan cooperation on the 
resolution. 

Mr. HEINZ. Mr. President, I wish to 
ask for the yeas and nays on the resolu­
tion, unless they have been previously 
ordered. I do not recollect that part of 
the order. 

The PRESIDING OFFICER. The yeas 
and nays have not been ordered. 

Mr. HEINZ. Mr. President, I ask for 
the yeas and nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. HEINZ. Mr. President, I am pre­

pared to yield back the remainder of the 
time. 

Mr. MOYNIHAN. Mr. President, I am 
prepared to yield back the remainder of 
the time on this side of the aisle. 

The PRESIDING OFFICER. All time 
having been yielded back, the question 
first is on agreeing to the amendments 
in the body of the resolution. 

Mr. CHILES. Mr. President, I wish 
to join with my colleagues and say I con­
gratulate them on the introduction of 
this resolution. 

I think it is very important, and it is 
a signal that we should be sending to 
the retired and disabled people of this 
country. With all of the shocks that have 
occurred in regard to the social security 
so far, with people told that the system 
is going to go broke, or that benefits are 
going to be cut precipitously, it is im­
portant to assure people that we are not 
going •to put .a tax on socil01l se~urity bene­
fits on top of all the program benefit re­
ductions reported by the Finance Com­
mittee, and I am delighted to be a co­
sponsor of the legislation. 

The PRESIDING OFFICER. The ques­
tion is on agreeing en bloc to the amend­
ments to the resolution. 

The amendments were agreed to en 
bloc. 

Mr. HEINZ. Mr. President, we asked 
for the yeas and nays. 

Mr. MOYNIHAN. We asked for the 
yeas and nays on the resolution as 
amended. 

The PRESIDING OFFICER. The ques­
tion is on agreeing to the resolution, as 
amended. The yeas and nays have been 
ordered. 

Mr. HEINZ. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The bill clerk proceeded to call the 
roll. 

Mr. HEINZ. Mr. President, I ask unan­
imous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The question is on agreeing to the res­
olution, as amended. The yeas and nays 
have been ordered, and the clerk will 
call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from California <Mr. HAYA­
KAWA) is necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Massachusetts <Mr. TsoN­
GAs) is necessarily absent. 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham­
ber who have not voted and who wish 
to do so? 

The result was announced-yeas 98, 
nays 0, as follows: 

[Rollca.11 Vote No. 187 Leg.] 
YEAS-98 

Abdnor Ford Met1>:enbaum 
Andrews· Ga.m Mitchell 
Armstrong 0 1 enn 1\'l'ov~ 1 r. an 
Da.ker Goldwa.ter Murkowskl 
Baucus Gorton Nickles 
Bentsen Grassley Nunn 
Biden Ha rt Packwood 
Boren Hatch Pell 
Boschwitz Hatfield Percy 
Bradley Hawkins Pressler 
Bumpers Heflin Proxmire 
Burdick Heinz Pryor 
Byrd, Helms Quayle 

Harry F .. Jr. Po11 tn rrs Randolph 
Byrd, Robert C. HudrUeston Rtes:le 
Cannon Humphrey Roth 
Cha fee Inouye Rudman 
Chties Jackson Sarbanes 
Cochran Jepsen Sasser 
Cohen Johnston Schlnttt 
Cranston Kassebaum Simpson 
D'Amato Kasten Specter 
Danforth Kennedy Stafford 
DPC"nctni La"<alt Stennis 
Denton Leahy Sttlvens 
Dixon Levin Symms 
Dodd Long Thurmond 
Dole Lugar Towel' 
Domentci Mathias Wallop 
Duren berger Matsunaga Warner 
Eagleton Mattingly Weicker 
East McClure w 1·uams 
Exon Melcher Zorinsky 

NOT VOTING-2 
Hayakawa Tsongas 

So the resolution <S. Res. 87), as 
amended, was agreed to. 

Mr. HEINZ. Mr. President, I move to 
reconsider the vote by which the resolu­
tion passed. 

Mr. CHAFEE. I move to lay that mo­
tion on the table. 

The motion to Jay on the table was 
agreed to. 

The PRESIDING OFFICER. The ques­
tion now is on agreeing to the amend· 
ments to the preamble. 

The amendments to the preamble were . 
agreed to. 

The PRESIDING OFFICER. The ques­
tion now is on agreeing to the preamble 
as amended. 

The preamble, as amended, was agreed 
to. 

The resolution, as amended, with its 
preamble, as amended, is as follows: 

S. RES. 87 
Whereas social security wa.s established to 

protect the income of Americans against the 
serious economic risks that famtlies !ace 
upon retirement, disab111ty, and death; and 
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Whereas social security provides a monthly 

payment to some thirty-five m1llion bene­
ficiaries; and 

Whereas various bodies have recommended 
that social security benefits be included in 
taxable income for Federal income taxes; and 

Whereas for the people affected, taxing of 
social security benefits would be tantamount 
to a cut in benefit payments; and 

Whereas the elderly are especially burden­
ed by inflation and the cost of basic necessi­
ties such as fuel, food, and medical care have 
risen faster than the rate of inflation; and 

Whereas the prospect of taxation of bene­
fits has alarmed many older Americans and 
may have undermined their confidence in 
the integrity of the social security program: 
Now, therefore, be it 

Resolved, That it is the sense of the Senate 
that any proposals to make social security 
benefits subject to taxation would adversely 
affect social security recipients and under­
mine their confidence in the social security 
programs, that social security benefits are 
and should remain exempt from Federal tax­
ation, and that the Ninety-seventh Congress 
wm not enact legislation to subject social 
security benefits to taxation. 

ROUTINE MORNING BUSINESS 
Mr. BAKER. Mr. President, I ask 

unanimous consent that there now be a 
period for the transaction of routine 
morning business, to extend not beyond 
5: 30 p.m., in which Senators may speak 
for not more than 10 minutes each. 

The PRESIDING OFFICER Without 
objection, it is so ordered. 

THE LAST OF THE NAZI WAR 
CRIMES TRIALS COMPLE'.!'ED 

Mr. PROXMI<RE. Mr. President, I 
would like to call the Senate's attention 
to an event which recently took place 
in West Germany. After 5 % years, the 
longest, most costly and probably the 
last of the Nazi war crimes trials was 
completed. 

Although there are certainly other 
war criminals still at large, the difficulty 
of producing evidence of actions taken 
40 years ago will probably rule out fur­
ther prosecutions. 

Some might hail this as a landmark, 
the end of official governmental act~.ons 
taken in response to the holocaust. While 
this may be the end of the West German 
Government's actions, we in this coun­
try, and particularly in this Chamber, 
have a large piece of unfinished business 
still before us. 

I am speaking of the Genocide Con­
vention, the treaty wMch has been be­
fore the Senate for 30 years. How much 
longer must we wait before we take 
this most basic step in response to the 
holocaust? 

West Germany has worked lono- and 
hard in attempting to face up to its 
responsibilities. We have hardly lifted a 
finger to face uo to ours. I urge imme­
dhte ratification of the Genocide 
Convention. 

ALL THAT'S GOLD GLISTERS 

Mr. MATHIAS. Mr. Pres:dent, Shake­
speare once said that "All that glisters is 
not gold," and no one has contradicted 
him yet. But if Shakespeare had been a 

reader of the Washington Post he might 
also have said that "All thats Gold 
glisters." 

Bill Gold's columns have glittered, 
glowed and glistered through the years. 
And in so do:ng they have shed light on 
countless issues for the benefit of myriad 
readers. 

I have personally read Bill's columns 
for years and found them a source of 
both legi&la:tive inspiration and occasion­
al correction of some erroneous idea or 
opinion of my own. I shall miss this 
fount of knowledge and I know that in 
this feeling I shall accuraitely represent 
a massive majority of Maryland Posit 
fans. 

I ask unanimous consent that an edi­
tori1al from the Washington Post be 
printed in the RECORD. 

There being no objection, the editorial 
was ordered to be printed in the RECORD, 
as follows: 

BILL GOLD RETIRES 

In an obviously crazed moment of self­
indulgence this morning, Bill Gold is telling 
his countless thousands of readers that he 
bas reached the end of The Distriot Line and 
"will write only occasionally" from now on. 
Some friend he turned out to be-just like 
that, after a mere 34¥2-yea.r run, Bill all of 
a. sudden decides he wants out of daily news­
papering, and never mind that he 's p·acking 
in a Washington tradition. Silence may be 
golden, but Gold silent? 

No way. Blll Gold has never been .at a loss 
for words-and he'll surely have a few harsh 
ones for us when he sees this, because he 's 
been adamant that no fuss be made. But we 
owe as much to all the Washingtonians­
nati ves as wen .as those who beca.me natural­
ized, permanent citizens of this community 
thanks to Blll's potpourri of news, views and 
Vignettes about our town. And then there 
are an those children-and their children­
who know whait Bill Gold has meant to the 
he::i.lth care of young people in Greater Wash­
ington. We lost count when he headed for 
his second $1 million, but Bill's oollecrtlons 
for Children's Hospital have made him one 
of the greatest individual fund-raisers ever 
in our town. 

In this way, as in his daily reports, Bill has 
always succeeded in bringing out the best in 
people from every corner of the region, from 
offices, clubs, youth organizations, schools 
and civic groups. But as we indicated, he 
gets irritated when showered with deseirved 
praise and moves quickly to shift the spot­
light. This morning he does exactly that, 
with a warm introduction for Bob Levey, 
who begins a new local column for The Post 
on Monday. 

It's not farewell to Bill for us, anyway, be­
camse we know better than to believe that 
this incurable newspaperman won't be on 
the phone or hovering over the city desk 
with his notes from an accident, fire or any 
other looaJ. news event he comes across. But 
for his unflagging love of the town and for 
sharing it with us a.nd you, as a. friend and 
as a pro, our thanks go to Blll Gold. 

AMERICA SEEN FROM ABROAD 
Mr. PROXMIRE. Mr. President, I 

hope each Senator will read Alex Brum­
mer's Manchester Guardian article titled 
"America Seen From Abroad" with seri­
ous reflection. 

Mr. Brummer decries the current fur­
ror to amend the Foreign Corrupt Prac­
tices Act. He says that changing the 
ethical standard to allow salesmen to 
corrupt foreign government officials on 
the ground of unleashing competition is 

an assumption that must be challenged. 
He challenges the assumption well and 
makes a good case for the defeat of 
S. 708 a bill that would gut the existing 
foreign bribery law. 

I ask unanimous consent that Mr. 
Brummer's article, appearing in the 
Washington Post June 7, 1981 be printed 
in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

AMERICA SEEN FROM ABROAD 

(By Alex Brummer) 
The name Magellan Petroleum hardly 

ranks among America's corporate giants. 
Until the last fortnight, when its affairs oc­
cupied three separate full-:-page advertise­
ments in the Wall Street Journal, few inves­
tors can have even known or cared for its 
existence given its bleak record of 23 suc­
cessive years of losses. 

But Magellan's tangled affairs provide an 
instructive guide to the changing business 
ethics that are becoming commonplace in 
President Reagan's Washington. 

The company is largely controlled by 
America's most prominent family of the New 
Right-the Buckleys. Among the famlly 
members are former senator James Buckley, 
who is now un1er secretary of state for se­
curity affairs, and Wllliam Buckley, a news­
paper and television commentator and a 
regular on Reagan's dinner guest list. 

A rebel group of Magellan shareholders, led 
by Canadian-based United Canso Oil and 
Gas Co., is seeking to dislodge the Buckley 
family. In their message to shareholders, the 
oilmen have noted that the Securities and 
Exchange Commission is currently investi­
gating certain companies associated with 
members of the Buckley family, particularly 
Catawba Corp., which they control. As a re­
sult of these investigations, the SEC has in­
formed Magellan that it wlll soon be seek­
ing remedy through a civil lawsuit. 

Whatever the merits of the Magellan case, 
it seems that the New Right has a different 
view of business ethics and regulation from 
that of the more moderate Republicans and 
Democrats who have dominated Washington 
thinking in recent years. 

The change in attitude has been on full 
public view in recent days. Stanley Sporkin, 
who in his 20 years as SEC enforcement 
chief had earned the reputation as the 
toughest policeman around, abandoned ship 
in the face of New Right resentment and be­
came general counsel to the CIA, where his 
investigatory talents were likely to be more 
appreciated. 

Despite a Senate furor over the nomina­
tion of Ernest Lefever as assistant secretary 
of state for human rights, the Reagan ad­
ministration for an extended time persisted 
in his defense. At issue in the Senate was 
not so much Lefever's view of human rights 
but the ethics of donations to a center he 
directed from the mllk formula lobby. 

Two other examples of the changing ethic 
spring to mind. President Reagan seemed to 
see nothing wrong in the behavior of his 
son, Michael, who invoked his father's name 
to try to secure government defense con­
tracts. Yet under the now abandoned code 
of conduct introduced by bis predecessor, 
Jimmy Carter, after his brother B11ly's deal­
ings with Libya, such behavior would have 
been suecifically forbidden. 

second, the White House appears to have 
decid.:?d that bribery by American comuanies 
is not such a bad thing after all. After the 
Carter team suent the 19.st few years trying 
to bully its friend, includil"lg Britain. into 
a tougher co~e to prevent international 
bribery, the United States under Re'l.~an be­
lieves that export business comes first. 

The theme tha+, connects this series of 
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apparently unconnected events ls the New 
Rlght's antipathy to regulation of business 
of any kind and international regulation ln 
particular. Although it might clearly be 
possible in pure balance-sheet terms to show 
that regulation stifles lnltlative and in some 
cases profits and dividends, it does not ad­
dress the abuses that created the necessity 
for such rules ln the first place. 

The United States, which has been in the 
forefront of corporate regulation, is aban­
doning its leadership role in the pursuit of 
short-term gains. 

There can be little doubt that the SEC 
has been the glittering light over the years 
in the bureaucratic wasteland that ls Wash­
ington. As 'Sporkin said: "We 've helped pre­
serve the integrity of our markets. That has 
made the U.S. markets safer than any other 
markets in the world." 

Lt is a scandal that more information on 
British companies is available in the United 
States through the SEC's tough disclosure 
rules than in Britain. It is also worth noting 
that on many occasions in the United States 
•the threat of litigation alone is enough to 
bring the errant companies to heel. 

Nowhere was this more clear than in the 
case of international business bribery that 
erupted in the mid-1970's. Although the 
Reagan administration, in the hope of im­
proving America 's export performance, has 
taken aim at the Foreign Corrupt Practices 
Act, it was not the act, but the threat of 
legal action that led to disclosure statements 
by so many companies-including British 
firms. 

Institutions and laws such as the Corrupt 
Practices Act have established a cert ain 
moral authority for American business after 
the dark days of Watergate, Vietnam, and 
ITT int ervention in Chile. 

The New Right appears to believe that by 
.adapting ethical standards to allow un­
scrupulous businessmen to plunder inves­
tors , multinational companies to plunder 
governments they dislike, salesmen to corrupt 
foreign government officials and the presi­
dents' family to trade on its name, they will 
unleash a competitive spirit in .the American 
economy that has been lacking in recent 
years. 

It is an assumption that must be chal­
lenged. Despite the burden of regulation, 
compounded by sky-high interest rates im­
posed almost by government fiat , business 
appears to be doing verv nicely. Gross domes­
tic product is up by 8.4 percent in the first 
quarter. 

If Congress eases the Foreign Corrupt 
Practices Act, and a bribery row with an oil 
supplier erupts or the SEC fails to prevent 
a share-dealing scam, it will be only a short 
time before clamor for tough regulation will 
again be heard all the way to the Whit e 
House. So why needlessly change the rules 
in the first place? 

HIGH INTEREST RA TES 

~r. BOREN. Mr. President, today, I 
agam come to the floor of the Senate to 
~ddress the negative effect which high 
mterest rates are having on our Nation's 
productivity. For several days now, my 
colleagues and I have voiced our concern 
over the threat that interest rates are 
posing to our economy, in an effort to 
encourage the President and key policy­
makers of the administration to develop 
a plan to restore worka,ble interest rates 
to our financial markets. 

Mr. President, today I would U.ke to 
briefly comment on the effects high in­
terest rates are forcing on the general 
level of productivity in America. With­
out focusing on one industry or eco-

nomic sector in particular, I shall pre­
sent statistics which will point out the 
damaging across-the-board effects in­
terest rates are causing. 

We hear reports that small businesses 
can no longer afford to borrow the full 
amount of short-term credit required to 
maintain and modernize their busi­
nesses. Statistics released by the Small 
Business Administration point out that 
the average size of SBA loans to these 
businesses have, indeed, decreased over 
8 percent in the last year. 

While our smali.er busmesses and in­
dustries suffer the effects of high inter­
est costs, productivity is becoming con­
centrated in the largest firms. The re­
sult is that the largest 200 firms in 
the United States now control 60 per­
cent of all manufacturing assets. High 
interest rates are conttnuing to drain re­
sources away from productive investment 
and innovation so that today there are 
5 percent fewer people in research and 
development efforts than there were 12 
years ago. 

Industry spent $50 bilEon on advertis­
ing last year, compared to only $20 bil­
lion in research and development. The 
effect has been to choke out long-term 
productive investment, with the result 
that the United States share of world 
manufacturing output has declined from 
21 percent in 1972 to 15 percent last year. 

Our Nation was founded on a strong 
economic base of hardworking, produ~­
tive, and innovative people. We need to 
implement a return to our American so­
c:ety where individual initatve and pro­
ductivity are the primary stimulus to 
economic growth. To accomplish this 
important end, we must stop following 
a misguided high interest rate policy. 

EXPORT TRADING COMPANY 
LEGISLATION 

Mr. HEINZ. Mr. President, on April 8 
of this year the Senate passed S. 734, the 
Export Trading Company Act of 1981 by 
a vote of 93 to 0. That bill is now pro­
ceeding to make its way through the 
House of Representatives. 

One of the House committees that has 
been most careful in its examination of 
the bill is the Judiciary Committee, 
which has had 3 days of hearings on an 
alternative proposed by Congressmen 
Ro: INo and McCLORY. A number of the 
witnesses at those hearings, and a num­
b€·r of the additional s:tatementG submit­
ted also commented on S. 734 and its 
House counterparts, H .R. 1648 and H.R. 
1799, contrasting the latter approach 
with that of the Rodino-Mcclory bill. 

A particularly clear and thoughtful 
comparison of the two was submitted to 
the Committee by International Busi­
ness-Government Counsellors, Inc. That 
organization's general counsel, John F. 
McDermid, has produced, in my view, a 
comprehensive piece of legal research 
and analysis which clearly lays out the 
differences between the bills and makes 
a compelling case that the Senate ver­
sion will better meet the needs of the 
exporting community without prejudic­
ing our antitrust enforcement interests. 
Mr. President, I think everyone inter­
ested in this legislation would be well-

advised to take a close look at Mr. Mc­
Dermid's testimony, and I ask unani­
mous consent that it be printed in the 
RECORD. 

There being no objection, the state­
ment was ordered to be printed in the 
RECORD, as follows: 

STATEMENT OF JOHN F. MCDERMID 

I. INTRODUCTION 

My name is John F. McDermid and I am 
General Counsel and Government Relations 
Counsellor for International Business-Gov­
ernment Counsellors, Inc., a private interna­
tional government rel a. tions counselling firm 
with headquarters in Washington, D.C. 

My previous experience includes: Attorney­
Advisor, U.S. International Trade Commis­
sion; Attorney, Bureau of Competition, Fed­
eral Trade Commission; and Assistant Gen­
eral Counsel, National Asso:::iation of Manu­
facturers. While at NAM, I testified before 
the Senate Subcommittee on International 
Finance on various export trade association 
proposals (1.e., S. 864, S. 1499, and S. 1663). 

I have authored several law review articles 
on international trade and foreign antitrust 
issues, including .an article on the President's 
1979 Antitrust Commission review of the 
Webb-Pomerene Act (Webb Act.) 1 I have 
long been con cerned that U.S. antitrust laws 
are formidable obstacles for American com­
panies operating abroad. 

II. RECOMMENDATION 

I endorse the good intentions behind H.R. 
2326, the "Foreign Trade Antitrust Improve­
ments Act of 1981", which, amongst other 
things, seeks to introduce a less complicated 
alternative to an export trading company 
antitrust certification procedure . However, 
the proposal will not-without numerous 
changes-respond to the needs of U.S. firms 
wishing to defray their costs and increase 
economies of scale by collectively seeking to 
enter the export market. 

In this regard, Title II of H.R. 1648, the 
Export Trading Company bill is a far prefer­
able route for legislative action. Therefore, 
I st rongly urge the Committee to adopt H.R. 
1948 in lieu of H.R. 2326. 

III. REASONS FOR RECOMMENDATION 

A. My criticisms of H.R. 2426 are based 
principally upon the following: 

1. H.R. 2326 fails to even acknowledge 
that its primary purpose is to increase U.S. 
exports by helping U.S. firms better compete 
in the increasingly competitive world market. 
Unless t he export promoticn intent is made 
clear, t he overall policy which is being sought 
may not be implemented by the U.S. govern­
ment agency monitoring or administrating 
the antitrust exemption. Findings to this 
effect should be included in any initiative 
such as H.R . 2326. 

2. H.R. 2326 fails to give adequate antitrust 
protection to enterprises seeking to coooerate 
jointly for export purposes. H.R. 2326 goes 
nowhere near that protection afforded enter­
prises under H.R. 1648, the Export Trading 
bill. 

3. By concentrating half CYf its efforts to 
amendin!?' Section 7 of the Clayton Act, HR 
2326 misses what is i.n fact really needed in 
t erms of legislation by the U.S. business 
community to operate collectively for ex­
port purposes. The primary inhibiting factor 
to ioint activitv in exnort trade is not the 
uncertainty as to the types of effects on in­
terst ate trade that must be shown in order 
to est ablish U.S. antitrust jurisdiction over 
an international transaction. Thus. whether 
Cont;\ress leC'islates the standard to read 
"direct.Iv anrl substant.1,:illy affects U.S. com­
me,.~e" or "direct. substantial. and foresee­
able," or some other formula for judging 11- . 

1 "The Antitrust Commission and the 
Webb-Pomerene .Act: A Critical .Assessment," 
37 Wash. and Lee L. Rev. 105 (1980). 
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legality is not the burning issue. Rather. U.S. 
business enterprises are more concerned with 
the question of whether any kind of con­
certed action in export trade will be prose­
cuted either by the U.S. government or by 
private parties. 

This is not to say it isn't laudable that 
Congress may want to legislatively s.tand­
ardize the effects doctrine. But such an 
amendment will not address the real and 
central problem that exists. Moreover, even 
with Section 7 amended as proposed under 
HR 2326, U.S. firms will still not be able 
to predict with any assurance whether their 
conduct will have a "direct, substantial, and 
foreseeable" effect on U.S. interstate trade. 
This determination is, after all, a factual 
question which is frequently very complex. 

B. Possible certification procedure for H.R. 
2326: 

A mea.ningful certification procedure must 
be available for U.S. firms, or they cannot 
be expected to take advantage of any anti­
trust exemption for exporting. 

If the Committee fails to embrace Title 
II, HR 1648, it should amend HR 2326 so as 
to provide a "meaningful" certification pro­
cedure which would include the following: 

1. Remove the Justice Department as the 
sole or even primary decisio.n.-maker for 
assessing the legality of the joint conduct. 
Instead, the responsib111ty should be within 
the Commerce Department, the lead U.S. 
government export promotion entity. 

If the Justice Department must be the ad­
ministrator of the antitrust exemption, Con­
gress should provide that Justice could not 
make any final decision as to the legality of 
the cooperative export arrangement without 
concurrence of the Commerce Depart ment. 
In this way, a balance between the loss to 
competition against the gain to exports 
could be achieved. 

2. Remove any possibility of private ac­
tion, whether sln<?le or treble damages, un­
less the firms operating under the certifica­
cation umbrella are found by the Justice De­
partment to be operating beyond the granted 
certification. In this regard, however, U.S. 
firms should be given an opportunity to cor­
rect whatever abuses may be found before 
private actions may be brought. 

3. Expand the scope of the term "joint ven­
ture." Under the present Webb Act and under 
Title II, H.R . 1648, firms are provided broad 
latitude to cooperate jointly for export pur­
poses, therefore their activities are not 
limited to only "joint venture" relationships. 
There may be many reasons why U.S. firms 
would rather get together to export other 
than through legally created joint ventures. 
For example, companies may not find it 
necessary or even desirable to enter into a 
joint venture when their only purpose for 
cooperating with one another is to defray 
marketing expenses. To this p~int , former 
President Carter, in his September 26, 1978, 
export policy messai?e, noted that thPre are 
instances in which joint ventures and other 
kinds of cooperative · arrangements between 
American firms are necesary or desirable to 
improve our export performance. (Emphasis 
added) 

In this regard, one of the principal pur­
poses behind H.R. 2326 sbould be to allow 
exporter.s to achieve greater efficiencies 
through joint marketing so that they may 
offset some of the high costs incurred by 
ln .. ernational exporters who wish to enter 
foreign trade. Without an antitrust evemp­
tion, companies are terrified, for antitrust 
reasons. over any kin<i of inter-cornorate co­
operation, even if only for marketing pur­
poses. 

C. Justice Department should be removed 
a.s prime decision-maker: 

The apparent intent behind H.R. 2326's 
amendment, to t1'e Clayton Act. Section 7, is 
to provide exporters a simple and easily 
understood antitrust exemption !or concert-

ed action in export trade which would pro­
mote U.S. exports, a change that is recog­
nized in the following quote: 

"For many years the manufacturers in 
this coun~ry have felt the a eed of passage of 
this bill in order to clarify their rights in 
the foreign export trade." 

These were not the remarks of any present 
day member of Congress, but rather a 1917 
statement of Senator Pomerene, one of the 
key sponsors of the present Webb Act (Cong. 
Rec.2785 (1917)) . 

The obvious question is why was the Gon­
gressional intent never realized and there­
fore why hasn't the Webb Act really in­
creased exports? One of the principal reasons 
lies in the fact that Congress placed Ad­
ministration of the Webb Act with the anti­
trust authorities rather than with those gov­
ernment policymakers committed to en­
forcing an export promotion policy and be­
cause the thought of cooperative arrange­
ments in export without the prote:::tion pro­
vided by the Webb Act was too risky for 
firms to undertake. 

Since 1945, the Justice Department was 
given judicial approval to carry out possible 
Webb Act violations without waiting for the 
Federal Trade Commission (FI'C) to conduct 
a section 5 "readjustment hearing", which 
permitted Webb Associations to readjust 
their business so as to comply with the law. 
With Justice essentially preempting the FTC, 
companies that may have been interested 
in the trading advantage of the export ex­
emption dJd not do so for fear of possible 
criminal prosecution and/ or treble damage 
private actions. 

Perhaps due to a realization that Justice 
was reluct ant to defer to the Webb exemp­
tion, the Minnesota Mining Court chastised 
Justice when it stated that: 

The courts are required to give as ungrudg­
ing support to the policy of the Webb-Pom­
erene as to the policy of the Sherman Act. 
Statutory eclecticism is not a proper judicial 
function.2 

Moreover, the Justice Department's bias 
against Webb Associations, and against non­
Webb Act cooperative export transactions, 
(and therefore bias against implementing a 
proper balance between antitrust principles 
and export promotion) is seen in the role it 
played in examining the Webb Act in the 
President's National Commission for the Re­
view of Antitrust Laws and Procedures (the 
Commission). 

A close examination of the Commission's 
record and its findings reveal that-as a di­
rect result of the Department's leadership 
role in that Commission and predictable in­
stitutionl.l bias toward antitrust enforce­
ment policies~(as compared for example, to 
export promotion)-much of tI'.e Webb­
Pomerene analysis was both factually in­
correct and wholly misleading. 

As a result in the absence of the Pres­
dentially appointed Business Advisory Panel's 
affirmative findings, the commission would 
likely have recommended repeal of the Webb 
Act. 

It ls more than reasonable to expect­
based upon the above history of the Depart­
ment vis-a-vis the Webb Act-that It wm 
continue to be antagonistic toward any de­
parture from purely competitive, free mar­
ket doctrines. This is not, after all, surpris­
ing since the Department has an institu­
tional mandate to assure that this country's 
antitrust laws and principles are fully im­
plemented. 

Accordingly, unless U.S. firms are given 
some clear assurances-.preferably through 
a certification procedure-that their coopera­
tive action will not be subject to an un­
expected U.S. government (or private party) 
prosecution, Congress should expect that the 
antitrust exemption will not be taken ad­
vantage of and that we will be right back to 

2 United States v. Minnesota Mining and 
Mfg., Co., 92 F Supp. 947, 965 (D. Mass. 1950). 

the situation we are witnessing and have 
witnessed under the present Webb Act. 

IV. NEED FOR EXEMPTION 

A. Antitrus ~ As "hea.l" :.mpediment to Ex­
por~ Trade: 

Many witnesses before this Committee and 
elsewhere hu.ve argued that there is only a 
busines3 community "perception" that this 
country's antitrust laws are an impediment 
to export trade. 

It is more than a "perception problem". 
There is a real fear that what may be done 
collectively t'or export may be unlawful. Ex­
amples in support of this .are as follows: 

1. Justice Department's attitude towards 
cooperative arrangements for export: 

The Antitrust Division's attitude towards 
collective export arrangements and whether 
they may be lawful depends upon the policy­
makers in charge, which in turn results in 
confusion as to whether certain conduct ts 
lawful or not. For example, imagine the re­
action of established Webb Associations, po­
tent ial Webb Associations, or firms contem­
plating a collective export arrangement, to 
the following statement made by a former 
Assistant Attorney General in charge of the 
Antitrus7. Division: 

The existence of an antitrust exemption 
for export associations inevitably affects 
competition at home and thereby affects the 
American consumer. Every export arrange­
ment that offsets the amount of a product 
sold abroad must inevitably affect the 
amount sold at home (emphasis added) .s 

Mr. Turner's remarks conspicuously fail 
to recognize that, in passing the Webb Act, 
Congress intended to effectuate a policy in 
the national interest and stimulate exports 
even though t here might exist some danger 
to domestic competition. Moreover, the De­
partment's antitrust chief failed to acknowl­
edge that if, in fact, abuses are found judi­
cial remedies are available to deal with them. 

2. Confusion in defining application of 
antitrust laws: 

As admitted by many antitrust lawyers 
both in and out of the government, and as 
indicated in the Justice Department's 1977 
Antitrust Guide for International Opera­
tions, this country's antitrust laws--part!cu­
larly, as they apply to foreign commerce­
are rarely susceptible to clear and concise 
rules for determining what 1s permissible 
conduct. 

For example, a former Antitrust Division 
Chief recognized that the standards for 
a':lalyzing "collateral restraints" in joint 
ventures are "both too tough and too 
vague . ' Moreover, he stated, this critical 
area of international trade activity is "quite 
rightly subject to confusion and criticism 
and the (Anti~rust) Guide did nothing to 
resolve the issue." 

Similarly, the Guide notes that "the 
United States Antitrust statutes do not pro­
vide a checklist of specific, detailed statu­
tory requirements, but instead set forth 
principles of almost constitutional breadth" 
(Guide at 21). 

With regard to joint ventur<::s for export, 
al though certain very nan-owly defined 
short-term joint ventures ma.y be permitted 
by the Justice Department, there is no as­
surance that they may not be attacked 
through a potentially crippling private right 
of action.5 The Justice Dl:partment, through 

3 Testimony of Donald F. Turner, 1976, 
before tbe Subcommittee on Antitrust and 
Monopoly of the Senate Committee on the 
Judiciary. 

' Baker, Donald, "The Published Gulde for 
Tnternational Operations Two Years Later" 
( 1979) at 11-12. 

5 The Antitrust Guide even concHtions the 
creation of short te'!"m 1oint ventures. stating 
"Any 101nt venture amonl? comoetitors in­
vo~vec; some antitrust risk tl'lat the coopera­
tion may soill O"er into other areas." (The 
Antitrust Gulde at 20). It is important that 
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its Gulde, falls to recognize that many long­
term joint ventures are necessary to reap the 
benefits of developing and retaining profit­
able foreign markets. 

B. U.S. competitive disadvantages in for­
eign transactions: 

One of the primary reasons why U.S. firms 
need antitrust protection for export cooper­
ation arrangements is to enable them to 
compete more effectively in world markets. 

As stat ed so succinctly by the American 
Bar Associia.tion as far back as 1954, 

. . . the existence of Sta.te controlled buy­
ing agencies, State monopolies and other for­
eign industrial combinations make it desir­
able that American exporters be permitted to 
combine amongst themselves in export 
a.ssociations .. 0 

In centrally planned economies, there ls 
no necessary link between economic lists and 
prices. Indeed, like cartels, state-trading or­
ganizations are given a monopoly over the 
importing and exporting of such goods and 
may control the quantities and prices of such 
goods. The decisions of the state planners 
promote governmental objectives and bear 
no relation to competitive conditions. As a 
consequence, it is extremely difficult for the 
individual American exporter to face non­
price competition in these countries' home 
markets and in third country markets. 

Moreover, the Judiciary Committee should 
be mindful of the competition individual 
American exporters currently face in com-. 
peting with the large lnte~ated trading 
companies which have been established 
worldwide, particularly in Japan. These or­
ganizations began on t he theory that a com­
lbination operates more efficiently than the 
independent constituent firms. The enormous 
success of int ema tional trading companies 
is most pronounced in Japan and Korea, 
where their role in export expansion has 
greatly contributed to the growth in their 
economies. 

Lastly, unlike other a.ntitrust systems in 
the world, American law prohibits any co­
operative arrangements by firms which re­
strain export trade, even if the restraint 
has no effezt on domes•tic interstate trade. 
Most other industrialized countries strike a 
bal·ance between antitrust enforcement and 
other national priorities, such as export pro­
motion or increased employment. In st ark 
corutrast, in one landmark case, the U.S. court 
found that "·the art has rapid1y advanced, 
production has increased enormously, and 
prices ha ve sharply declined . . . " Yet, because 
"the suppression of competition . . . is in 
and of itself a public injury . .. "a violat ion 
of our antitrust laws was found. 1 

C. Possible U.S. multinational alternatives: 
If Congress falls to provide an adequate 

exemption and system for permitting U.S. 
firms to cooperate for export purpcses, there 
is a possibility that more and more U.S. 
multinationals will undertake cooperative 
arrangements from other trading countries' 
markets rather than our own. 

Such "global sourcing" might be necessary 
to compete against the private, public, and 
quasi-public combinations that are operated 
for export in such countries as Frtance, Ger­
many and Japan. 

Itf U.S. multinationals are forced to look 
abroad to export coHec.tively from those 
countries, the result will mean (1) lost U.S. 
jobs, ( 2) lost U.S. revenues and ( 3) declines 
in the U.S. balance of trade and payments. 

procedures be created that would allow firms 
to alter their commercial practices-without 
fear of antitrust prm:ecution-where there 
are indications that domestic competition is 
being adversely impacted as a result of the 
export arrangement. 

e Report of the ABA Committee on Anti­
trust Problems in International Trade, 5 ABA 
Section of Antitrust Law 188 (1954). 

1 United States v. National Lead Co., 63F 
Supp. 513 (D.C.N.Y.), aff'd., 332 US 319. 

V. JUSTICE DEPARTMENT RECENT RECOMMENDA­
TIONS ON FOREIGN TRADE ANTITRUST IM­

PROVEMENTS ACT 

It was encouraging to learn that the Jus­
tice Department endorses the thrust of this 
statement; namely, in William Baxter's 
words, that the Title II Export Trading Com­
pany "procedure would pro vide a degree of 
antitrust certainty and assurance beyond 
that provided by le5islation such as S . 795". 
(S. 795 is the Senate companion to HR 
232G.) 

However, I would urge Congress to care­
fully assess the effects of introducing a 50 
percent rule, as recommended by the Assist­
ant Attorney General. This rule would pro­
hibit, with only certain undefined exceptions, 
certification to associations whose members 
comprise 50 percent or more of the domest ic 
market for a product or service that they are 
exporting. 

The apparent rationale for this recom­
mendation is based upon a concern that the 
activities of highly concentrated U.S. indus­
tries-if permitted to te carried out col.lec..­
tively for export purposes-are more likely 
to result in domestic spillover effects than 
if concentration did not exist. It is believed 
that a limitation placed upon the indust ries 
able to take advantage of an antitrust ex­
emption is unnecessary since the FTC or 
Justice can always bring suit in Federal court 
when there is evidence of a restraint o.n clo­
mestic trade. It is simply bad policy to as­
sume that the activities of every ~oncen­
trated industry that cooperates in any way 
to increase exports will result in a rest raint 
on in terst ate trade. 

Additionally, the 50 percent rule could ve'!:y 
easily exclude many of t he small and medium 
sized firms that Congress would like to see 
enter the export market. It is well known 
that in antitrust or trade regulation analy:>is, 
product markets can be defined extremely 
narrowly. Invariably, there are fewer firms 
in any industry where the product market 
is defined narrowly. As a result, if the Jus­
tice Department's recommendation is ac­
cepted, many small and medium sized firms 
in both the manufacturing and service sec­
tor may be unintent ionally excluded from 
taking advantage of the antitrust exemption 
for export trade. 

VI. CONCLUSION 

If enacted, H.R. 2326 would provide only a 
marginal benefit to U.S. firms seeking to en­
ter into collective export arrangements with­
out fear of antitrust retaliation. 

In order to provide the assurance that is 
ne~e:>sary to permit cooperative action and 
therefore to enable U.S. firms to better com­
pete in world markets, Congress must place 
primary jurisdiction for administering any 
antitrust exemption in the Commerce De­
partment where there is an increasingly 
committed determination to increase U.S. 
exports, which in turn will st.imulate domes­
tic production, increase U .S. employment 
and improve this country's international 
trade account. 

In order to effectuate the desired policy, 
it is critical to establish a pro '.:edure (i.e. 
compliance procedure) which precisely con­
veys the message to exporters that they w111 
not be antitrust liable for transactions which 
are carried out within the parameters of the 
certification. 

In this regard, it is believed that the cer­
tification procedure as set forth in HR 1648, 
Title II is not difficult to understand or to 
follow and that--on balance-the complex­
ity that may be seen by some observers is far 
preferable to an exemption that does not 
provide maximum antit rust certainty. If this 
certainty is not provided by Congress. there 
is a strong likelihood that a substantial 
number of companies will not take advan­
tage of the exemption, as has been the case 
under the present Webb Act. 

TAX STRADDLES 
Mr. DIXON. Mr. President. the Sen­

ate will soon be considering House Joint 
Resolut!on 266, the Economic Recovery 
Act of 1981. I agree with the Senate Fi­
nance Committee that tax relief is essen­
tial if our economy is to be put back on 
the road to economic health. Tax relief 
is essential for individual citizens as well 
as for business, both small and large, and 
for the agricultural community. 

The tax proposal reported by the Sen­
ate Finance Committee has 5 titles: Four 
of these titles are designed to provide 
needed tax relief. I have some concerns 
regarding the provisions in those titles, 
but I will save my comments on them for 
another day. 

What I would like to discuss for a few 
moments now is the 5th title of the tax 
bill, entitled "Tax Straddles." 

At the outset let me say that while I 
believe the Finance Committee provi­
sions may go too far, I also believe that 
the committee has done the Senate a 
considerable service by bringing this 
issue to our attention. After reviewing 
the testimony rresented to the commit­
tee, I am convinced that there are tax 
abuses involving commodity straddles, 
and that there is a definite need for leg­
islation to correct those abuses. 

I am concerned, however, that the Fi­
nance Committee's proposal could have 
significant adverse impacts on our Na­
tion's commodity markets and could 
serve to disrupt the efficient functioning 
of those markets. 

I agree with the senior Senator from 
New York <Mr. MOYNIHAN), one of the 
most intelligent and perceptive Members 
of this body, who was quoted in a recent 
Wall Street Journal storv as stating that 
"the commodities markets are invaluable 
institutions." The distinguished Senat.:>r 
from New York might be somewhat sur­
prised to find out that I also agree with 
his further comment. that the commodi­
ties markets "are being invaded by peo­
ple with no interest in commodities who 
use this vehicle to avoid paying taxes." I 
support efforts to end this abuse. 

However, Mr. President, I also agree 
w:th the Assistant Secretary of the 
Treasury for Tax Policy, Mr. John Cha­
poton, who, in testimony before the Sen­
ate Finance Committee on the straddle 
issue, stated that the commodities mar­
kets, and the instruments which are 
traded on these markets, are totally un­
like the stock and securities markets with 
which most of us are familiar. 

I am concerned, therefore, about pro­
visions in title V of the tax bill which 
seem to be trying to force commodities 
transactions into the mold of securities 
transactions. 

The commodities markets are unique 
and they do play a vital role in the Amer­
ican agricultural distribution and mar­
keting system. I believe, and I under­
stand that the Department of Agricul­
ture shares this belief, that the changes 
proposed by House Joint Resolut;.on 266 
co'.lld increase the volatility of commod­
ity prices and m-ake the outcome of es­
sential hedging transactions more uncer­
tain and costly. 

I am concerned that the Finance Com­
mittee's proposal does not give adequate 
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consideration to the impact the changes 
would have on the operation of the com­
modity markets. I believe that further 
hearings on the potential impact of the 
proposal should be held before so drastic 
a change in the tax law is made. 

A recent editorial from the Chicago 
Sun Times summarizes very well the con­
cerns I have w:th the straddle provisions 
in House Joint Resolution 266. The edi­
torial states that the goal of the legis­
lation is worthy: "to prevent those who 
make financial killings in entertainment, 
real estate, the professions or otherwise 
from sheltering their earnings agalnst 
taxes by investing them in futures con­
tracts." 

The editorial goes on to state that "the 
problem, however, is that this dragnet 
also sweep in bona fide futures traders­
hedgers and speculators-who serve a 
very useful function in the economy. By 
their willingness to take risks on what 
futures prices might be, these traders 
take risk off the backs of those who can­
not afford it: farmers, ranchers, food 
processors, businesses, and financial in­
stitutions. 

To fulfill this function the risk taker 
must be able to average profits and losses 
over time and be assured of capital gains 
treatment on his earnings." 

The editorial concludes that legislation 
to shut off the tax shelter to outsiders 
is appropriate, but that legislation should 
be written to exempt bona fide futures 
traders. 

If this is not done, some go as far as 
to say that the bill <H.J. Res. 266) could 
literally destroy U.S. futures markets as 
they exist today. 

Mr. President, I ask unanimous con­
sent that two recent columns in the Chi­
cago Tribune by Bob Wiedrich which 
explore the problems raised by title V 
in more detail be printed at this point. 

There being no objection, the articles 
were ordered to be printed in the RECORD, 
as follows: 
BILLS WOULD DESTROY F'uTuRES MARKET HERE 

Congress ha.s short-changed the Midwest 
on defense spending. It consistently has 
taken more Midwestern tax dollars than it 
returns. Because of partisan politics, it ls 
threatening the future of the Great Lakes 
shipping industry. 

Now, an alliance of certain House and Sen­
ate members with Treasury Department bu­
reaucrats is jeopardizing the existence of the 
Chicago Board of Trade, the Chicago Mer­
cantile Exchange, and the nation's agricul­
tural community. 

Commodity tax bills introduced in both 
houses under the guise of reform measures 
would destroy the futures market in farm 
products, a system that has served this coun­
try well for 150 years and is the envy of the 
world. 

That is the judgment of commodities mar­
ket leaders, supported by such agricultural 
interests as the 3 million member fam111es of 
the American Farm Bureau Federation. 

The bill sponsors, however, are attempt­
ing to railroad their efforts through Congress 
on grounds the measures would obliterate 
the practice of wealthy persons who abuse 
the futures market to create tax shelters for 
income earned in totally unrelated fields . 

The farmers and commodities speculators 
don't quarrel with that goal. They don't like 
tax dodgers any more than anyone else. 

But they say that 1! the legislation intro­
duced by Sen. Daniel Patrick Moynihan and 

Rep. Benjamin Rosenthal, both New York 
Democrats, is enacted as offered, the specu­
lators who provide risk capital vital to the 
market's functions wm take their money 
elsewhere. 

Thus, industry leaders-again backed by 
farm groups, grain elevator operators, and 
the 460,000 producers of the American Soy­
bean Associaticn-are asking that Congress 
reach a compromise: 

Drive out the rock stars and professional 
people like doctors and lawyers, who use the 
cnmmodities futures market to shelter sub­
stantial incomes from taxation. But preserve 
the practice that permits legitimate market 
speculators to offset any profits made with 
other commodity losses. 

Otherwise, they predict, the commodities 
market place, which handled $150 billion in 
agricultural products in 1979, wm suffer any­
where a dislocation of from 1 to 10 percent. 

That estimate comes from, among others, 
Leslie Rcsenthal, Chicago Board of Trade 
chairman. And he says those percentages 
translate into a $1.5-b11lion to $15-billion 
dislocation, a serious disruption indeed. 

Congress has been gnawing at the issue for 
some time. Rep. Rosenthal (no relation to 
Chicago's Leslie Rosenthal) introduced a sim­
ilar measure a year ago, but received little 
support. 

This year, however, some congressmen are 
on an economy kick and the Reagan admin­
istration, through the Treasury Department, 
is supporting the legislation in the hope 
Uncle Sam will be $1.3 billion richer in tax 
revenue by closing such loopholes. 

The motivation is noble; the consequences, 
however, could be disastrous unless common 
sense prevails. 

The proposed law would, for example, pro­
hibit a rock star from taking $200,000 earned 
warbling at Woodstock and writing off that 
income against $200,000 in futures market 
losses. 

Neither he nor the physicians, surgeons, 
dentists, and other professionals with big 
bucks, who play the market with the inten­
tion of losing, would be permitted to persist 
in their intrusion. 

But the bona fide risk takers, estimated by 
Rosenthal to number 500,000 to 1 million 
across the country, would also be barred from 
writing off market losses against income 
earned in the same market. 

"Our marketplace has been used in the last 
three to four years by people seeking tax 
shelter gimmicks," declared Leo Melamed, 
Chicago Mercantile Exchange special counsel. 

"The Treasury Department correctly feels 
our market should not be abused that way. 
Government, however, usually does not un­
derstand the complexities and possible rami­
fications of its actions. 

"In the attempt to get rid of these abuses 
and tax avoiders, it is proposing rules that 
would jeopardize the entire market. As the 
legislation now stands, it is building a $1.5 to 
$15 b1llion mousetrap to catch a $1.3 billion 
mouse. 

"These events are occurring at a time when 
the political climate is for fiscal restraint and 
revenue raising. But the Treasury is using a 
blunderbuss approach. It is not differentiat­
ing between t ypes of income. 

"New York is the capital of the securities 
market. Chicago is the capital of the futures 
market. The effect of this legislation would be 
devastating on Chicago." 

In Tuesday's column, I'll tell you just how 
devastating that would be. 

ONE MARKET WITH A FUTURE 

Chicago would be a catastrophic loser if 
Congress succeeds in dismantling the Ameri­
can system of commodities futures markets. 
So would American farmers . 

Every day commodities traders here must 
deposit in Chicago banks an average of $1.5 
bill1on in good faith money to cover potential 
market losses. 

That money generates an enormous amount 
of investment income that gives the entire 
community an economic boost. It also gen­
erates a large number of support activitie.s­
lawyers, accountants, computers, and real 
estate. 

The Chicago Board of Trade is constructing 
a $108-m11lion building to house its trading 
facilities. The Chicago Mercanti!e Exchange 
has entere:i into an undertaking of similar 
proportions. 

"We've made this investment because Chi­
cago Ls well on the way to becoming the pre­
mier financial center of the world," declares 
Leslie Rosenthal, Chicago Board of Trade 
chairman. "The amount of jobs these centers 
create is almost staggering for a one-industry 
effect. 

"If you take the value of the total annual 
transactions of the futures markets, 80 per 
cent of which are in Chicago, the figure ap­
proaches the gross national product of $3 
trillion." 

A recent Tribune series on the city's eco­
nomic woes demonstrated the downtown 
curve of Chicago's growth in virtually every 
sector. The futures industry, however, has 
been on a growth curve for the last decade 
and. persists in that direction. 

"Our volume has grown tenfold in the last 
10 years,' ' said Leo Melamed, Chicago Mer­
cantile Exchange special counsel. "If Con­
gress kills off this industry, Chicago will be 
dealt a potentially mortal blow." 

For 150 years, the agricultural community 
has prospered because of the unique tradi­
tion of trading in commodities futures. 

Now Congress is threatening the entire 
structure of that market by entertaining 
legislation that would prohibit tax shelters 
for those suffering losses. 

The intent of the measures is good-to 
banish from the marketplace abusers such 
as professional people and rock stars who 
avoid paying taxes by charging off market 
losses against capital gains earned elsewhere. 

The futures industry agrees with that 
stance. So does a majority of farm organi­
zations. 

But the bills, as they now stand, also 
would prohibit bonafide speculators, who 
take enormous risks in the market, from en­
joying similar tax advantages. And without 
such speculators, Rosenthal predicts, the in­
dustry could collapse. 

"It wm push capita.I to overseas markets 
modeled after the American system in Lon­
don, Hong Kong, Canada, and Australia," 
Melamed said. 

"The farmer is the biggest gambler. He 
plants his crops. He figures out such cost 
factors as planting, machinery, manpower, 
and harvesting. 

"But the one thing he cannot figure is the 
eventual sales price, whether his crop will 
produce a profit or a loss. When it produces 
a loss, the government must support hlm. 
And that risk has become even greater in an 
era of inflationary costs. 

"The futures market, however, provides 
the only mechanism whereby a farmer can 
establish a sales structure for his product 
before it is harvested. That's the key factor. 

"It gives him the opportunity to shift his 
risk to someone else, the speculator, some­
one with risk capital. Thus, the farmer is 
guaranteed a price as much as 6 to 18 
months in the future. 

"The United States is the only country 
with markets on such a scale and the only 
one with a highly successful agricultural in­
dustry. If you tinker with that mechanism, 
you endanger a vital part of that complex. 
What these markets do is insure price. And 
the cost of that insurance is assumed by the 
risk taker. 

"Otherwise, the farmer would have to in­
crease the price of his products to offset the 
cost of his risk. So there is no question that 
damaging that mechanism will eventually 
cost consumers many dollars." 



15598 CONGRESSIONAL RECORD-SENATE July 14, 1981 

once a farmer, grain elevator, or feedlot 
operator has sold a futures contract, it is 
Uke money in the bank. He can take that 
agreement to a bank as collateral on loans 
for expansion or expenses. 

But if Congress drives off that risk capital 
essential to the market's function, Rosen­
thal predicts Americans will soon see the 
results reflected in their grocery bills. 

It is as simple as that. But somehow Con­
gress has not yet perceived the folly of the 
proposed legislation. 

Mr. DIXON. Mr. President, I am con­
vinced that the risk of serious disrup­
tion of the commodity markets due to 
the changes proposed in House Joint 
Resolution 266 is real. On Friday, July 
10, the House Ways and Means Commit­
tee adopted a tax straddle proposal that 
differs significantly from that cor.tained 
in the Senate tax bill. I believe that the 
House proposal eliminates the real 
abuses that so rightly concern the Sen­
ate Finance Committee, but I believe 
the House proposal is· much less likely 
to cause disruptions in the commodity 
markets. 

The House proposal would eliminate 
the use of tax-motivated commodity 
straddles to shelter income which is un­
related to the commodity markets. It will 
keep entertainers, executives, profes­
sionals and others from using the com­
modity markets to shelter their ordinary 
income from salaries or investments 
which have nothing to do with the com­
modity markets. 

Further, the House proposal will retain 
the provisions of existing law regarding 
treatment of interest and other costs re­
lated to holding a commodity. Requiring 
the capitalization of these costs could 
have serious ramifications on the storage 
of grain in this country, and I see no rea­
son to treat the costs of holding com­
modities differently from the costs of 
holding any other assets. Interest incur­
red in holding real estate, stocks, and 
other forms of investments is deductible, 
and any gain from a sale of the asset can 
still qualify as a long-term capital gain. 
Interest related to holding a commodity 
should also be deductible. 

The House proposal would also elimi­
nate the Finance Committee's proposal 
to tax gains on commodities using the 
fair market value of the commodity as of 
the end of the tax year even though the 
commodity was not sold. I believe that 
this action is without precedent and I do 
not think it has any place 1n' the Tax 
Code. 

Mr. President, the House proposal 
strikes a reasonable balance between the 
need to eliminate abuses of the Internal 
Revenue Code and the need to avoid sig­
nificant injury to the commodity mar­
kets. The Finance Committee estimates 
reve~ue loss from tax avoidance at ap­
proximately $1 billion a year; their pro­
posal would raise roughly $1.3 billion in 
fiscal year 1982. The House proposal 
would result in additional revenues of al­
mo~t $900 million in fiscal year 1982, 
which demonstrates that it eliminates 
the real abuses that have recently come 
to the attention of the Senate. 

Mr. President, because of the potential 
problems raised by the Senate proposal 
I had seriously considered offering th~ 
House provisions as an amendment. I am 

a political realist, however, and I recog­
nize that there is not now sufficient sup­
port in the Senate to insure that such an 
amendment would be successful. 

Even H the straddle provisions are not 
modified on the Senate floor, there is 
still an opportunity to achieve a reason­
able compromise. The Senate-House 
conference on the tax bill will have the 
flexibility to fashion a compromise that 
will close any loopholes without ad­
versely affecting the commodity markets 
and American agriculture. I hope that 
the eventual conference on the tax bill 
will achieve these two objectives. 

I urge my colleagues to join me in 
working to see that it does. 

Mr. BAKER. Mr. President, it is my 
hope and expectation to be able to ask 
the Chair to name the conferees to the 
conference requested on the reconcilia­
tion bill within the time prescribed for 
the transaction of routine morning busi­
ness. I am not prepared to do that at this 
moment, but I expect to be able to do 
that before 5: 30. I wish to announce that 
there will be no more rollcall votes today. 

ORDER FOR STAR PRINT-S. 881 

Mr. RUDMAN. Mr. President, I ask 
unanimous consent that a star print be 
made of S. 881, the Small Business In­
novation Research Act of 1981. The cor­
rection appears on page 4, line 20, of the 
bill. 

I ask unanimous consent that the cor­
rect copy of this bill be printed in the 
RECORD at this point. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

9 s. 881 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, 

SECTION 1. This Act may be cited as the 
"Small Business Innovation Research Act of 
1981". 

SEC. 2. (a) The Congress finds that-
(1) technological innovation creates jobs, 

increases productivity, competition, and eco­
nomic growth, and is a valuable counter­
force to inflation and the United States 
balance-of-payments deficit; and 

(2) while small business is the principal 
source of significant innovations in the Na­
tion, the vast majority of federally funded 
research and develo;:iment is conducted by 
large businesses, universities, and Govern­
ment laboratories. 

(b) Therefore, the purposes of this Act 
are-

( 1) to stimulate technological innovation; 
(2) to use small businesses to meet Fed­

eral research and development needs; and 
(3) to increase private sector commercial­

ization o:r innovations derived from Federal 
research and develooment. 

SEc. 3. Section 9(b) of the Small Business 
Act is amended-

( 1) by striking out "and" at the end of 
clause (2); 

(2) by striking out the period at the end 
of clause (3) and inserting in lieu thereof 
"; and"; and 

(3) by adding at the end thereof the fol­
lowing: 

"(4) to develop and maintain a source fl.le 
and an information !Jrogram to ass\1re each 
qualified and interes+ed small business con­
cern the opport unity to part.lcipate in Fe'"i­
eral agency Small Business Innovation Re­
search programs; 

"(5) to coordinate with particlnatinq agen­
cies a. schedule for release of SBIR sollclta-

tions, and to prepare a master release sched­
ule so as to maximize small businesses op­
portunities to respond to solicitations· 

"(6) to inde.: endently survey and mbnitor 
the operation of SB_R programs within par­
ticipating Federal agen:::ies; and 

"(7) to report annually to the Committee 
on Small Business of the Senate and the 
Committee on Small Business of the House 
of Representatives on the SBIR programs o! 
the Federal agencies and the Administra­
tion's information and monitoring efforts 
related to the SBIR programs.". 

SEC. 4. Section 9 of the Small Business Act 
is amended by adding at the end thereof the 
following new subsections: 

" ( e) For the purpose o:r this section-
.. ( 1) the term 'Federal agency' means an 

executive agency as defined in section 105 
o:r title 5, United States Code, or a mi11tary 
department as defined in section 102 of such 
title; 

"(2) the term 'funding agreement' means 
any contract, grant, or cooperative agree­
ment entered into between any Federal 
agency and any small business :ror the per­
formance of experimental, developmental, or 
resear:::h worl{ funded in whole or in part by 
the Federal Government: 

"(3) the term 'Small Bueoinec:s Innovation 
Research program' or 'SBIR' means a pro­
gram under which a portion of a Federal 
arrency's research or re-:;earch and develop­
ment effort is reserved for award · to small 
busine!;c; concerns through a simplified, 
!':t andardized acauisitton Process having a 
first phase for determining. insofar as l"'OS­

sible, t"be technical and economic feasibil­
ity of ideas Proposed under t.he pro!?ram, 
and a ~econd pha°'e. the awarding of which 
shall take into consideration the potential 
commercial apl"'llcations o:r the research or 
re-:;earch and develoµment , to further de­
velo-. the oro..,osed idea to meet the particu­
lar airency needs; and a third phase where 
pri'vate capital pursues commercial appli­
cations of the research or research and 
development: phase three may also involve 
follow-on contracts with some agencies for 
products or nroces-:;es intended for use by 
the United States Government; and 

" ( 4) the term 'research• er 'research and 
deve1o~ment' means any activity which is 
(A) a systematic study directed toward fuller 
scientific knowledge of the sub1ect studied; 
(B) a systematic study directed specifically 
toward apolyin~ new scientific knowledge to 
meet a recognized need; or (C) a systematic 
application of new scientific knowledirn to­
ward vroduction of useful materials, devices, 
and systems or methods, including design, 
develoµment, and improvement of orototyoes 
and new orocesses to meet specific require­
ments. Such term does not include studies 
related to the social sciences or the humani­
ties. 

"(!) Each Federal acrency which ha.s a re­
search or research and development budget 
in excess of $100,000,000 for any fiscal year 
beginning with fiscal year 1982 shall expend 
not less than two-tenths o:r 1 per centum o:r 
such budget for fiscal year 1982, not less 
than six-tenths of 1 per centum for fiscal 
year 1983, and not less than 1 per centum 
o:r such budget for all subsequent fiscal years 
with small business concerns soecifically in 
connection with a Small Business Innova­
tion Research program which meets the re­
quirements of this Act and regulations is­
sued hereunder. Funding agreements with 
small business concerns for research or re­
search and development which result from 
competitive or single source selections other 
than under an SBIR pro~ram shall not be 
counted as meeting any rortion of the per­
centa~e requirements of this section. 

"(g) Each Federal agency required by sub­
section (f) to establish a Small Business In­
novation Research program shall 1n accord­
ance with this Act and regulations issued 
hereunder-
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" ( 1) establish an agency Small Business 

Innovation R:!search program; 
"(2) determine categories of projects to 

bo in its SB-R program; 
"(3) issue SBIR solicitations in accordance 

with a schedule ae.ennined c.:>oper.:i.tivt:>ly 
with the Small Business Administration; 

" ( 4) receive and evaluate proposals re­
sulting from SBIR proposals; 

" ( 5) select a wardees for its SBIR funding 
agreements; 

"(6) administer its own SBIR funding 
agreements (or delegate such administration 
to another agency); 

"(7) make payments to recipients of SBIR 
funding agreements on the basis of progress 
toward or completion of the funding agree­
ment requirements; and 

"(8) make an annual report on the SBIR 
program to the Small Business Adminis­
tration. 

"(h) In addition to the requirements of 
subsection ( f) , each Federal agency which 
has a. budget for research or research and 
development in excess of $20,000,000 for any 
fiscal year beginning with fiscal year 1982 
shall establish goals specifically for funding 
agreements for research or research and de­
velopment to small business concerns, and 
no goal established under this subsection 
shall bo less in actual dollars than the 
a.mount of research or research and develop­
ment awards made to small businesses in 
1981. 

"(i) Each Federal agency required by this 
section to have an SBIR program or to 
establish goals shall report annually to the 
Small Business Administration the number 
of awards pursuant to grants, contracts, or 
cooperative agreements over $10,000 in 
a.mount and the dollar value of all such 
awards, identifying SBIR awards and com­
paring the number and amount of such 
a.wards with awards to other than small 
business concerns. 

"(j) ( 1) The Administrator of the Office 
of Federal Procurement Policy, in conjunc­
tion with the Small Busine3s Administra­
tion, shall promulgate and issue appropriate 
regulations, in accordance with the provi­
sions of subsections (f). (g), and (h) and 
within one hundred and twentv davs after 
the date of enactment of the Small Business 
Innovation Research Act of 1981, for con­
duct of Small Business Innovation Research 
programs within the Federal Government. 
Such regulations shall-

"(A) provi~e for simplified standardized 
and timely SBIR solicitations, proposals, and 
evaluation processes; and 

"(B) r~quire Federal agencies to coordi­
nate SBIR solicitation release schedules with 
the Small Business Administration. 

"(2) The National Science Foundation and 
the Small Business Administration shall 
furnish the Administrator of the Office of 
Federal Procurement Policy advice and as­
sistance in the promulgation of regulations 
undi;!r this s':'ctlon.". 

SEc. 5. The amendments made by this Act 
do not authorize the appropriation of funds. 

Mr. BAKER. Mr. President, I suggest 
the absence of a ouorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. DIXON. Mr. President. I ask 
unanimous consent th'lt the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER (Mr. 
CHAFEE). Without objection, it is so 
ordered. 

Mr: MITCHELL. Mr. Prec;ident. I ask 
unammous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFTCER Without 
objection, it is so ordered. · 

GROUNDBREAKING FOR THE MAR­
GARET CHASE SMITH LIBRARY 
CENTER, SKOWHEGAN, MAINE 
Mr. MITCHELL. Mr. President, I 

would like to brlng to the attention of 
my colleagues and honor that has re­
cently been bestowed on one of the finest 
and most dedicated persons that Maine 
or any other State has ever sent to th~s 
body-Margaret Chase Smith. On Thurs­
day, July 9, ground was broken in her 
hometown of Skowhegan, Maine, for the 
Margaret Chase Smith Library Center. 

A facility to house the papers and 
records of Senator Smith's career will be 
an invaluable resource, not only to the 
people of Maine, but to the entire Na­
tion. During her 24-year tenure in the 
Senate, Margaret Chase Smith was a 
tireless voice for her constituents. But 
her contributions to public life reached 
far beyond the borders of Maine. 

As the first woman elected to the U.S. 
Senate, and as the first woman to seek 
the Presidential nomination of a major 
party, Senator Smith was an important 
pioneer in the ongoing struggle to make 
women full participants in the political 
process. 

The courage and honesty with which 
she spoke out against the deplorable 
tactics of Senator Joseph McCarthy 
earned her the respect of her colleagues 
and the country. 

An able legislator, a dedicated public 
servant, and a national political figure, 
Margaret Chase Smith has brought great 
honor to Maine and to the Nation. It is 
gratifying to see her important contribu­
tions honored in this way. 

I ask unanimous consent to print in 
the RECORD the text of a recent editorial 
in the Portland Evening Express honor­
ing Senator Smith on this occasion. 

There being no objection, the edi­
torial was ordered to be printed in the 
RECORD, as follows: 

THE LADY FROM MAINE 

The groundbreaking for the $1 million 
Margaret Chase Smith Library Center in 
Skowhegan the other day represents an im­
portant step in preserving the historical 
records of one of the most remarkable po­
litical figures in American history. 

Sen. Smith was. characteristically, hrief 
and to the point at the ceremony. "This," 
she said, "is truly one of the most cherished 
m::iments of my life. It is because of the 
peace of mind that it gives me as to the use 
and security of my papers and records for 
posterity." 

All Maine shares that peace of mind. Mar­
garet Chase Smith embodies the best of the 
Maine character and it is fitting that the 
records of her long and distinguished ca­
re~r be housed within the state. 

Although she left the political arena al­
most a decade ago, her qualities of honesty, 
courage, dedication and devotion to pur­
pose remain as benchmarks for all public 
servants. 

She was the first woman ever elected to 
the United States Senate and for 24 years 
was one of its most respected figures . Her 
courage was unquestioned; in a terse, 15-
minute "Declaration of Conscience" speech 
in June of 1950 she became the first national 
figure to decry the communist-hunting tac­
tics of Sen. Joseph Mccarthy. 

Her honesty was without parallel. She 
kept her own politiral counsel and once she 
had ma.de up her mind she never once broke 
her word. Her credibility was unassailable. 

Her dedicaitlon and devotion were monu-

mental. In her time she set the record for 
an unbroken string of consecutive roll call 
votes. 

In becoming a nationally known and in­
fluential senator-she was the first woman 
ever to seek the presidential nomination of 
a major political party-Margaret Chase 
Smith paved the way for the en.ry of many 
women into national politics. 

Yet she has never considered herself a 
feminist . She simply did the best job she 
could. secure in the knowledge that her 
Maine neighbors would judge her on the 
basis of her performance without regard to 
her sex. 

The new Margaret Chase Smith Library 
Center assures that the record of her ex­
traordinary political life will be permanent­
ly gwthered in her hometown. That's where 
it belongs. 

Mr. CRANSTON. Mr. President, I 
sug45est the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

OMNIBUS RECONCILIATION ACT 
OF 1981 

Mr. BAKER. Mr. President, may I in­
quire is the Chair in a position to name 
conferees on the part of the Senate in 
respect to the conference on the budget 
reconciliation bill? 

The PRESIDING OFFICER. The 
Chair has that authority. 

MOTION TO INSTRUCT SENATE CONFEREES 

Mr. CRANSTON. Mr. President, on 
behalf of the Senator from Alabama 
<Mr. DENTON), the Senator from Florida 
<Mr. CHILES), and myself, I move that 
the conferees on the part of the Senate to 
be appointed in connection with H.R. 
3982 be instructed as fallows: 

That the conferees on the part of the 
Senate insist that provisions authorizing 
appropriations for the Head Start pro­
gram be included in the conference re­
port at the following levels: $950,000,000 
for fiscal year 1982, $1,007,000,000 for 
fiscal year 1983, and $1,058,357,000 for 
fiscal year 1984. 

Mr. President, that is the motion. Let 
me explain the reason for it. 

First, let me say I am delighted to 
be joined in this motion by the Senator 
from Alabama (Mr. DENTON), who is the 
chairman of the authorizing subcommit­
tee on the Labor and Human Resources 
Committee, and the Senator from Flor­
ida (Mr. CHILES). 

This motion is designed to insure that 
the Head Start program, one of the most 
successful and important programs sup­
ported by the Federal Government. does 
not become the victim of the rush to 
complete action on the reconciliation 
legislation. 

My motion would simply instruct the 
conferees to include a provision author­
izing appropriations for the Head Start 
program at the level requested bv the 
administration for fiscal year 1982 and 
the levels ap,.,roved by the Senate for 
fiscal years 1983 and 1984. 

Mr. President, the Senate-passed rec-
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onciliation measure included an author­
ization oI appropriations for Head Start 
for fiscal year 1982 at the 1981 level of 
$820 million, although the administra­
tion has requested $950 million and the 
Labor and Human Resources Committee 
has approved the $950 million level in 
separate reauthorization. 

It was anticipated that the House 
would include the administration's re­
quested level of $950 million in its recon­
ciliation bill; unfortunately, in the haste 
to prepare the Gramm-Latta substitute, 
Head Start was omitted entirely. In fact, 
it was not discovered until days later 
that Head Start had been left out of the 
House bill. 

I have heard in the last week from 
numerous Head Start supporters who 
are deeply concerned about the fate of 
Head Start as a result of this mishap 
in the House. The authorization of ap­
propriations for the Head Start program 
expires at the end of September. 

I am deeply concerned that efforts to 
move a separate reauthorization bill are 
likely to get bogged down in the legis­
lative process. I do not think we should 
allow this program to be placed in 
jeopardy. I think the Senate ought to 
make very clear its desire to see the 
Head Start program funded at the level 
requested by the administration for fis­
cal year 1982 and its desire to see this 
matter resolved immediately. 

I reiterate that my motion would 
simply instruct the conferees to include 
in the conference report provisions au­
thorizing appropriations for the Head 
Start program at the level requested by 
the administration for fiscal year 1982 
and the levels approved by the Senate 
and the Labor and Human Resources 
Committee for fiscal years 1983 and 1984. 
The latter levels are simply the admin­
istration's level for 1982, adjusted for 
inflation. 

I have been advised by the Parliamen­
tarian that it would be within the scope 
of conference in the Senate for the con­
ferees to agree to this level for fiscal 
year 1982. 

Head Start is, perhaps, the most suc­
cessful of all programs designed to ren­
der help to children from low-income 
families. I have oeen a supporter of tne 
Head· Start program since I first came 
to the Senate. As the chairman during 
the 95th and 96th Congresses of the Child 
and Human Development Subcommittee, 
I was deeply involved in matters relating 
to the Head Start program. I authored 
the legislation passed in 1978 which con­
tinued the authorization of appropria­
tions for Head Start through October 
of this year and at the beginning of this 
Congress I introduced legislation, s. 181, 
to continue the Head Start program for 
another 5 years. This is an important, 
efiective program that helps break the 
cycle of poverty at a critical point in the 
lives of young children. It more than pays 
for itself by enhancing the lives and the 
futures of these children and their fam­
ilies. 

I strongly urge that this motion be 
agreed to. 

Mr. BAKER addressed the Chair. 
T'he PRESIDING OFFICER The Sen-

ator from Tennessee. · 

Mr. BAKER. Mr. President, I not only 
have no ob~ection to the motion filed 
by the dis,tinguished Senator from Cali­
fornia and cosponsored by the distin­
guished . Senator from Alabama, but I 
commend both of them for their initia­
tive in this respect. 

Mr. President, I am advised that there 
is no time remaining for debate on this 
measure. I think we shou~d provide some 
time for remarks and comments. 

I inquire of the Chair if there is time 
remaining on this measure. 

The PRESIDING OFFICER. All time 
ha.s expired for consideration of the rec­
oncilia.tion me1asurie and motions relat­
ing thereto. 

Mr. BAKER. Mr. President, I thank 
the Chair. 

Mr. President, I ask unanimous con­
sent that there be 15 minutes under the 
control of the majority and minority 
leaders for further debate on this meas­
ure. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. Pres!dent, I yield to 
the distinguished Senator from New 
Mexico, the chairman of the Budget 
Committee. 

'I1he PRESIDING OFFICER. The 
Senator from New Mexico. 

Mr. DOMENIC!. Mr. President, I yield 
first to the distinguished Eenator from 
Alabama, if he has some remarks. Mine 
would be of a general nature regarding 
the ;budgetary impa.ct. 

The PRESIDING OFFICER. The Sen­
ator from Alabama. 

Mr. DENTON. Mr. President, I thank 
the Senator from New Mexico. 

Mr. President, I am pleased to join the 
Senior Senator from California, <Mr. 
CRANSTON) as a cosponsor of his motion 
to instruct tthe Senate Conferees on the 
budget reconciliation bill to insist on the 
Senate position on the Head Start pro­
gram and to increase the level of fund­
ing from $820 milEon to $950 million for 
fiscal year 1982. This motion, in effect, 
would approve the legislative proposal 
unanimously reported from the Senate 
Labor and Human Resources Committee 
onJune24. 

Few in this Chamber are unaware of 
the accomplishments of the Head Start 
program over the past 15 years. S;nce its 
beginning oveT 7 million children have 
benefited. In my opinion, the most sig­
nificant attribute of the program comes 
through the recognition and involvement 
of parents as the key element to the suc­
cess of the program. Head Start par­
ticipants consistently score higher on 
standardized tests of intelligence and 
general ability; show significant gains in 
cognitive development and language de­
velopment; and demonstrate pos'tive 
long-term effects including improved 
grades, better test scores and fewer spe­
cial education placements when parents 
are involved. 

In designating th;s program as part of 
the social safety net, the administration 
also endorses the increased funding level 
and the consideration of this proposal 
as part of the reconciliat;on package. 

This motion is most timely because it 
will allow the Appropriations Committee 
to take prompt action for the upcoming 

fiscal year 1982 appropriation at the 
authori.zation level recommended by the 
President without waiting for a possible 
prolonged reauthorization process on the 
Senate and House floors. It is my under­
standing that the House bill might run 
into particular difficulty because it in­
cludes a reauthorizat:on of the Com­
munity Services Administration. 

I would like to commend Senator CRAN­
STON for his efforts to insure the con­
tinuation of this valuable program. Dur­
ing my brief tenure as chairman of the 
subcommittee which has jurisdiction 
over the Head Start program, I have 
learned much from the record he estab­
lished while he was the chairman. I have 
come to appreciate the strengths of this 
program and without reservation I urge 
my colleagues to support it. 

Mr. DOMENIC! addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from New Mexico. 
Mr. DOMENIC!. Mr. President, I yield 

myself 1 minute. 
Mr. President, I commend the Senator 

from California and the distinguished 
junior Senator from Alabama for bring­
ing this matter to the Senate's attent!on 
and for the way they have done it. It is 
obvious that we are not going to let Head 
Start suffer. The President of the United 
States has requested funding at the level 
included in this instruction. Through 
some kind of oversight as a part of the 
reccnciliation, this p,uthorizing level was 
not .included in the House bill. That 
would not have conclusively harmed the 
program but it would have required that 
we hswe an authorization bill clear both 
Houses. 

As it is now, we have the matter in 
our bill. It is my understanding that this 
will raise the level to that requested by 
the President. I think we should do it. 

My advice to the majority leader is 
that we accept it. I commend the Sena­
tors and have no objection as far as the 
Budget Committee is concerned. 

Mr. MOYNIHAN addressed the Chair. 
Mr. ROBERT C. BYRD. Mr. President, 

do I have control of the time under the 
order? 

The PRESIDING OFFICER. The Sen­
ator from West Virginia controls the 
time. 

Mr. ROBERT C. BYRD. Mr. President, 
I yield to Mr. MOYNIHAN such time as he 
may require and to Mr. CRANSTON. 

Mr. MOYNIHAN. I thank the minority 
leader. 

The PRESIDING OFFICER. The 
Senator from New York. 

Mr. MOYNIHAN. Mr. President, I ask 
that my name be added as a cosponsor 
of this legislation. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. MOYNIHAN. Mr. President, I 
was a member of the task force that drew 
up the original poverty program and 
Head Start program. 

I would like to comment on the ·state­
ments of our distinguished chairman of 
the Budget Committee that it is obvious 
that this was an oversight and ask what 
is in this legislation, what is being left 
out of this legislation that is not obvious? 

In the history. of this body, there can­
not have been so chaotic an enterprise 
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as the reconciliation procedures of the quality of program operations in some 
past month. key areas where inflation has eroded 

I have introduced in this body a reso- services in the last few years. I thin).{ a 
lution which deciares it to be the sense clear measure of the success of this pro­
of the senate that no bill will be en- gram is that while it emp:oys 73,000 full­
grossed or enrolled which a majority of year staff, it also enlists the help of 494,­
the Members present and voting cannot 000 volunters, almost seven times the 
attest to having read. I have not had a~y number of paid staff. That demonstrates 
very strong response as yet, but here is to me that the residents of the com­
just the mo3t recent instance of the not munities where Head Start operates 
altogether nongermane nature of the recognize its importance and are willing 

to give their time and effort to keep it proposal. 
Mr. BAKER. Mr. President, is there going. 

time remaining? . I hope this motion will be agreed to, 
The PRESIDING OFFICER. There is so that the parents and poor children 

h · d who depend on the Head Start programs 
time remaiiling on bot si es. can get a clear signal that we are going 

Mr. BAKER. Mr. President, I am pre-
pared to yield back the time on this side. to provide adequate funding.• 

Mr. CRANSTON. Mr. President, will Mr. BAKER. Mr. President, I yield 
the minority leader yield me just 1 back my time. 
minute? Mr. CRANSTON. I yield back the time 

Mr. ROBERT c. BYRD. Mr. President, on this side. 
I yield all time under my control to Mr. The PRESIDING OFFICER. All time 
CRANSTON. having been yielded back, the question is 

Mr. CRANSTON. Mr. President, I wish on agreeing to the motion of the Sena­
to thank Senator DENTON for his eff ec- tor from California. 
tive work with me on this matter. It is The motion was agreed to. 
a pleasure to work with him. I thank the Mr. CRANSTON. Mr. President, I 
majority leader for his cooperation and move to reconsider the vote by which 
support. I thank Senator Do ME NICI for the motion was agreed to. 
his contribution. It is important to have Mr. BAKER. I move to lay that motion 
the chairman of the Budget Committee . on the table. 
working with us as it is to have the The motion to lay on the table was 
majority leader. And I thank Senator agreed to. 
MOYNIHAN for his helpful contribution. Mr. BAKER addressed the Chair. 
I know of his great concern about issues The PRESIDING OFFICER. The ma-
like the one that we are dealing with jority leader. 
here. Mr. BAKER. I thank the Chair. 
e Mr. CffiLES. Mr. President, I am Mr. President, I ask that the Chair 
pleased to join in introducing thfs mo- name the conferees on behalf of the 
tion to instruct the reconciliation bill Senate. 
conferees to bring back a bill which re­
authorizes the Head Start program at 
the level of $950 million for fiscal year 
1982, instead of the $820 million level in­
cluded in the Senate-passed bill. 

Head Start is one of the most critical 
of our programs to provide equal educa­
tional opportunity for poor children. It 
provides a comprehensive set of educa­
tional services to disadvantaged pre­
school age children, so that they can en­
ter school with basic skills and orienta­
tions equivalent to those acquired at 
home by middle-class children. 

Getting poor children off to a good 
start in school iSI critical to assuring 
them the opportunity, when they become 
adults, to be fully participaiting mem­
bers of the eiconomy. As o:ir economy be­
comes more complex, and v.s we under­
take to upgrade OIU.l" technoloiJY to im­
prove our productivity, higher levels of 
education are necetSsary for our worl{ 
force. We have learned. over the years 
that good education begins in the ear­
liest years, and Head Start provides 
educational be,ginning for poor children. 

The $950 million funding level we are 
seeking here was assumed in the budget 
resolution, and it is the full amount re­
quested by President Carter. President 
Reagan has endorsed that request. 

This funding level will allow the pro­
gram to continue serving over 366,000 
children in full-year pro;ects. Of the 
$130 million increase over the 1981 fund­
ing level, $78 million will be used to off­
set hi!lh~r operating costs, and $52 mil­
lion will be used to restore or upgrade the 

APPOINTMENT OF CONFEREES 

The PRESIDING OFFICER. Pursuant 
to the order granted yesterday, the Chair 
appoints the following conferees on the 
part of the Senate: 

From the Committee on the Budget: 
Mr. DOMENICI, Mr. ARMSTRONG, Mrs. 
KASSEBAUM, Mr. BOSCHWITZ, Mr. HOL­
LINGS, Mr. CHILES, and Mr. BIDEN; 

From the Committee on Agriculture, 
Nutrition, and Forestry, for ma.tters 
within their jurisdiction: Mr. HELMS, 
Mr. HAYAKAWA, Mr. LUGAR, Mr. COCHRAN, 
Mr. HUDDLESTON, Mr. LEAHY, and Mr. 
ZORINSKY; 

From the Armed Services Committee 
for matters within their jurisdiction: 
Mr. TOWER, Mr. HUMPHREY, Mr. JEPSEN, 
Mr. EXON, and Mr. LEVIN; 

From the Banking, Housing, and Ur­
ban Affairs Committee for matters under 
their jurisdiction: Mr. GARN, Mr. HEINZ, 
Mr. LUGAR, Mr. PROXMIRE, and Mr. 
RIEGLE; 

From the Commerce, Science, and 
Transportation Committee for matters 
within their jurisdiction: Mr. PACKWOOD, 
Mr. GOLDWATER, Mr. SCHMITT, Mr. CAN­
NON, and Mr. INOUYE; 

From the Energy and Natural Re­
sources Committee for matters within 
their jurisdiction: Mr. McCLURE, Mr. 
HATFIELD, Mr. WALLOP, Mr. JACKSON, and 
Mr. JOHNSTON; 

From the Environment and Public 
Works Committee· for matters within 
their jurisdiction: Mr. ABDNOR, Mr. STAF­
FORD, Mr. CHAFEE, Mr. SYMMS, Mr. RAN-

DOLPH, Mr. MoYNmAN, and Mr. 
MITCHELL; 

li'rom the Finance Committee for mat­
ters within their jurisdiction: Mr. DoLE, 
Mr. DANFORTH, Mr. (;HAFEE, Mr. LoNG, and 
Mr. HARRY F. BYRD, JR. 

From the Foreign Relations Commit­
tee for matters within their jurlsdict~on: 
Mr . .tiERCY, Mr. MATHIAS, Mrs. KASSE­
BAUM, Mr. PELL, and Mr. BIDEN; 

From the Governmental A1Iairs Com­
mittee for matters withir_ their jurisdic­
tion: Mr. ROTH, Mr. STE7VENS, Mr. MA­
THIAS, Mr. EAGLETON, and Mr. PRYOR; 

From the Judiciary Committee for 
matters within their jurisdiction: Mr. 
THURMOND, Mr. MATHIAS, Mr. LAXALT, Mr. 
BIDEN, and Mr. DECONCINI; 

From the Labor and Human Resources 
Committee for matters within their ju­
risdiction: Mr. HATCH, Mr. STAFFORD, Mr. 
QUAYLE, Mr. NICKLES, Mr. DENTON, Mrs. 
HAWKINS, 'Mr. KENNEDY, Mr. RANDOLPH, 
Mr. PELL, Mr. EAGLETON, and Mr. METZ­
ENBAUM; 

From the Small Business Committee 
for matters within their jurisdiction: Mr. 
WEICKER, Mr. BOSCHWITZ, Mr. HAYAKAWA, 
Mr. NUNN, and Mr. BUMPERS; 

From the Veterans' Affairs Committee 
matters within their jurisdiction: Mr. 
SIMPSON, Mr. KASTEN, Mr. MURKOWSKI, 
Mr. CRANSTON, and Mr. RANDOLPH; 

From the Select Committee on Indian 
Affairs for matters within their jurisdic• 
tion: Mr. COHEN, Mr. ANDREWS, Mr. GOR­
TON, Mr. MELCHER, and Mr. INOUYE. 

Mr. HATCH. Mr. President, the reason 
for six Republicans and five Democrats 
serving for the Senate Labor and Human 
Resources Committee is because of the 
wide variety of programs under our juris­
diction. Senator KENNEDY and I have 
agreed to vote three Republicans to two 
Democrats on all miniconference issues. 
On final adoption of our portion of rec­
onc 'liation we will vote six Republicans 
and five Democrats. 

Mr. BAKER. Mr. President, I should 
like to take a moment this morning to 
commend my colleagues who chair their 
respective committees in the Senate, for 
their forthright and const.ructive con­
tributions to the budget reduction effort 
last Friday. 

Our initiatives in this Chamber over 
the past 7 months have been both chal­
lenging and demanding. I believe that we 
have been and will continue to be equal 
to the task. I also believe that now is not 
the time to let up. We must continue to 
pursue and produce the best possible 
achievements for our country. 

As I have stated on so many occasions 
on th1s :fioor and elsewhere, the proposed 
spending cuts in our Nation's budget are 
quintessential to the economic recovery 
which we are all pledged to. 

To a degree unprecedented in recent 
years, we have been fortunate enough 
to join in partnership with our President 
and chart a common course. I view this 
relationshjp with the White House as one 
of the most rewarding facets of my posi­
tion as ma iority leader. 

With that in mind, I believe our deci­
sion to sit down with our friends in the 
House and iron out minor differences in 
next year's budget will prove to be of 
great service to our Nation. 

Working with the White House, we 
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have launched one of the most impres­
sive legislative agendas in this century. 
Our actions have been deliberate and 
responsible, and I expect that the recon­
ciliation process will be looked back upon 
as an exemplary effort in which we can 
all take pride. 

What we are embarking on with our 
colleagues in the House, is a journey to­
ward betterment. Both the Senate and 
the House versions of the budget pro­
posal reflect the same philosophical con­
siderations. The need for abaJting the 
limitless expenditures of the past is clear. 

Budget analysis is a highly technical 
and time-consuming procedure. It is usu­
ally born from necessity, and raised un­
der urgency. It is no simple matter. 

Subsequently, what now remains to be 
done is some fine tuning, in order to 
give the American people the best pos­
sible bill. I applaud the efforts of the 
distinguished Senator from New Mexico 
(Mr. DoMENICI) and thank him and the 
Budget Committee staff for their tireless 
efforts. Their work was not done in vain. 
It will become part of a great blueprint 
for getting our economy on the right 
track again. 

EXECUTIVE AND OTHER 
COMMUNICATIONS 

The following communications were 
laid before the Senate, together with ac­
companying papers, rePorts, and docu­
ments, which were referred as indicated: 

EC-1562. A communication from the Act­
ing Comptroller General of the United States 
transmitting, pursuant to law, a report en­
titled "Mllltary Contractor-Opera.ted Stores' 
Contracts Are Unmanageable and Vulnerable 
to Abuse"; to the Committee on Armed 
Services. 

E0-1563. A communication from the 
Deputy Assistant Secretary of Defense for 
Administration, transmitting, pursuant to 
law, notification of a determination by the 
Department to exclude the clause providing 
for examination of records by the Comp­
troller General from a certain proposed con­
tract; to the Committee on Armed Services. 

EC-1564. A communication from the As­
sistant Secretary of the Army for Installa­
tions, Logistics, and Financial Management 
transmitting, pursuant to law, notification 
of a decision made to convert the guard 
services at Fort Bliss, Tex., to performance 
under contract; to the Committee on Armed 
Services. . 

EC-1565. A communication from the As­
sistant Secretary of the Army for Installa­
tions, Logistics, and Financial Management 
transmitting, pursuant to law, notification 
of a decision made to convert the combined 
maintenance/motor vehicle operations ac­
tivity at the U.S. M111tary Academy, West 
Point, N.Y. , to performance by contract; to 
the Committee on Armed Services. 

EC-1566. A communication from the Secre­
tary of Transportation transmitting, pur­
suant to law, the annual re':lort on activities 
under the Emergency Rail Services Act and 
an evaluation of the financial condition of 
ra.ilroac's having outstanding certificates 
guaranteed under the act; to the Committee 
on Commerce, Science, and Trans~ortation. 

EC-1567. A communication from the Sec­
retary of Transportation, transmitting pur­
suant to law, a report on the flnanclal condi­
tions and opera.tlons of the Railroad Reha.­
b111ta tion and Improvement Fund and the 
Obligation Guarantee Fund; to the Com­
mittee on Commerce, Science, and Trans­
portation.. 

EC-1568. A communication from the chair­
man of the Board and the President and 
Chief Executive omcer, respectively, of the 
U.S. Railway Association, transmitting, pur­
suant to law, the final annual report of the 
association on the performance of Conrail; 
to the Committee on Commerce, Science, 
and Transportation. 

EC-1569. A communication from the Acting 
Administrator of the National Oceanic and 
Atmospheric Administration, transmitting, 
pursuant to law, a report on the status of 
negotiations relating to a system for the 
protection of interim investments in deep 
seabed mining; to the Committee on Com­
merce, Science, and Transportation. 

EC-1570. A communication from the Act­
ing Comptroller General of the United States 
transmitting, pursuant to law, a report en­
titled "Limited Progress Made in Consolldat­
ing Grants to Insular Areas"; to the Com­
mittee on Energy and Natural Resources. 

EC-1571. A communication from the Sec­
retary of the Federal Trade Commission 
transmitting, pursuant to law, the annual 
report of the Commission on the impact of 
the international energy program on com­
petition and on small business; to the Com­
mittee on Energy and Natural Resources. 

EC-1572. A communication from the Di­
rector of the omce of Management and 
Budget transmitting additional language to 
original draft of proposed legislation en­
titled "Debt Collection Act of 1981 "; to the 
Committee on Government Affairs. 

EC-1573. A communication from the Act­
ing Comptroller General of the United States, 
transmitting, pursuant to law, a report en­
titled "Gains and Shortcomings in Resolving 
Regulatory Conflicts and Overlaps"; to the 
Committee on Governmental Affairs. 

EC-1574. A communication from the Act­
ing Comptroller General of the United 
States, transmitting, pursuant to law, a re­
port entitled "Internal Control Weaknesses 
Contributed to the Mismanagement and 
Misuse of Federal Funds at Selected Com­
munity Action Agencies"; to the Committee 
on Governmental Affairs. 

EC-1575. A communication from the Di­
rector of ACTION, transmitting, pursuant to 
law, a copy of a regulation on trainee de­
selectlon and early termination procedures; 
to the Committee on Labor and Human Re­
sources. 

EC-1576. A communication from the Spe­
cial Assistant to the Secretary of Defense, 
transmitting, pursuant to law, a report on 
Department of Defense Procurement from 
small and other business firms for the period 
October-December 1980; to the Committee 
on Small Business. 

EC-1577. A communication from the Sec­
retary of Commerce, transmitting, pursuant 
to law, a report on progress made in imple­
mentin ~ of Public La•.v !'.ll'l-"'Q1 . ~!L'"' T-- . !"~':'­

tion 301-Small Business Export Expansion 
Assistance; to the Committee on Sm<.:..! ::Ju.,;1-
ness. 

EC-1578. A communication from the As­
sistant Secretary of the Army (civil works), 
transmitting a draft of proposed legislation 
to amend the National Cemeteries Act of 
1973, to rescind the requirement that the 
superintendent posltior.s of national ceme­
teries under the jurisdiction of the Secretary 
of the Army be limited to disabled veterans, 
and for other purposes; to the Committee on 
Veterans' Affairs. 

PETITIONS AND MEMORIALS 
The following petWonc; and memorials 

were latd before the Senate and were 
ref erred or ordered to lie on the table 
as indtcated: 

POM-315. A resolution adopted by the 
House of Representatives of the Common-

wea.lth of Massachusetts; to the Committee 
on Arm ?d Services: 

"Whereas, 1981 marks the 38th anniver· 
sary of the U.S.S. Wasp CV-18, the ninth 
ship of the United States Navy to bear the 
distinguished name of her predecessors, since 
the first Wasp was commissioned over 200 
years ago as one of the first two vessels in 
the Continental Navy; and 

"Whereas, The Wasp, nicknamed the 
"Stinger", gained a brilliant record in com· 
bat against the enemy, downing 230 Japa· 
nese planes by airmen, 16 enemy planes by 
ship guns, 411 enemy planes on the ground, 
sinking 52 enemy ships and damaging 305 
enemy ships; and 

"Whereas, those who lived and died val· 
iantly defending their ship and their coun· 
try, fought honorably and heroically true to 
the tradition of their ship's name, to the 
Navy, and the United States of America; and 

"Whereas, in tribute to those who served, 
the next nuclear powered aircraft carrier 
should bear the name U.S.S. Wasp, thereby 
memorializing a record of distinguished serv­
ice for 200 years; therefore be it 

"Resolved, That the Massachusetts House 
of Representatives hereby urges the Congress 
of the United States to enact legislation 
designating the next nuclear powered air· 
craft carrier the U.S.S. Wasp; and be it 
further 

"Resolved, That a copy of these resolu· 
tions be forwarded by the Clerk of the House 
of Representatives to the Presiding omcer 
of · each branch of the Congress, and to tho 
Members thereof from this Commonwealth. 
and the Secretary of the Navy." 

POM-316. A resolution adopted by the 
House of Representatives of the Common­
wealth of Massachusetts; to the Committee 
on Finance: 

"RESOLUTION 

"Whereas, A worker who chooses to retire 
at the age of 62 years currently receives 80% 
of the pension to which he is entitled should 
he retire at age 65, yet President Ronald 
Reagan proposes tha.t a retiring 62 year old 
worker receive 55% of his full pension; and 

"Whereas, The net effect for those contem­
plating early retirement is a choice between 
two unattractive alternatives: viz. either 
stay on the job until age 65 or rely on their 
llfe savings; and 

"Whereas, Early retirement is a goal of 
millions of Americans and President Rea­
gan's proposal wm jeopardize long years of 
hard work and careful retirement planning; 
a.nd 

"Whereas, the 31 mlllion retirees who cur­
rently receive social security checks will lose 
their cost of living increases in the third 
fiscal quarter of this year, which wm cost 
them 4 b11lion dollars; and 

"Whereas, in the Commonwealth of Massa­
chusetts there arc 650,000 men and women 
over 65 years of age and approximately 95 % 
of those individuals receive social security 
benefits; and 

"Whereas, we ha.ve 1,000,000 men and 
women over 60 years of age, of which number, 
some 350,000 are between the range of 60 to 
65 yea.rs of age and approximately 100,000 of 
these individuals receive social security bene­
fits; and 

"Whereas. as social security benefits· are 
based on wages earned. women are severely 
discriminated against. Throughout this cen­
tury, up to present day, women emoloyees 
have historically earned substantially less 
than their male counterparts even though 
they held the same job and performed the 
same work duties. Thou!!'h it is now unlawful 
to discriminate in this -fashion, it wm take 
a'\)proximately 30 to 40 years for the social 
security system to catch up. Cuts in their 



July 14, 1981 CONGRESSIONAL RECORD-SENATE 15603 
benefits would be felt much more so than 
the male retiree; and 

"Whereas, another instance of discrimina­
tion ls the homemaker. If the wife's husband 
dies, the wife does not receive the same dol­
lar amount of her husband's social security 
benefit, but rather a much smaller percent­
age of the total; and 

"Whereas, said proposal, if passed, would 
reduce, in real dollars, benefits for those em­
ployees who retire either at age 62 or 65, for, 
while the average retiree currently receives 
approximately $41 for every $100 earned 
while working, under the President's plan, 
workers who retire after January of 1987 wm 
l'ecelve 38 % of pre-retirement income; there­
fore be it 

"Resolved, that the Massachusetts house of 
representatives hereby urges the Congress 
of the United States to reject President 
Reagan's proposal to reduce social security 
benefits; and be it further 

"Resolved, that a copy of these resolutions 
be forwarded by the clerk of the house of 
representatives to the presiding omcer of 
each branch of the Congress and the mem­
bers thereof from tP,is commonwealth." 

POM-317. A resolution adopted by Le.So­
clete des 40 Hommes et 8 Cheveaux du Iowa, 
opposing any reduction in the social secu­
rity death benefit; to the Committee on 
Finance. 

POM-318. A resolution adopted by the 
Massachusetts Conference of the United 
Church of Christ calling for a reduction of 
nuclear arms by the United States, to the 
Committee on Foreign Relations. 

POM-319. A resolution adopted by the La 
Soclete des 40 Hommes et 8 Cheveaux du 
Iowa, opposing reductions in certain Veter­
ans' benefits; to the Committee on Veter­
ans' Affairs. 

REPORTS OF COMMITTEES 
The following reports of committees 

were submitted: 
By Mr. HELMS, from the Committee on 

Agriculture, Nutrition, and Forestry; 
Special report entitled "Allocation of 

Bud!!'et Totals for Fiscal Years 1981 and 
1982" (Rept. No. 97-152). 

By Mr. THURMOND, from the Committee 
on the Judiciary, with an amendment and 
an amendment to the title: 

S.J. Res. 42. Joint resolution to designate 
the third Sunday in September as "Nation­
al Ministers Day." 

By Mr. THURMOND, from the Committee 
on the Judiciary, without amendment, and 
with a preamble: 

S.J. Res. 78. Joint resolution to provide 
;,or the designation of October 2, 1981, as 

American Enterprise Day." 
S.J. Res. 92. Joint resolution to authorize 

and request the President to designate the 
week of September 6, 1981, through Septem­
ber 12, 1981, as "Older Americans Employ­
ment Opportunity Week." 

EXECUTIVE REPORTS OF 
COMMITTEES 

The following executive reports of 
committees were submitted: 

By Mr. THURMOND, from the Committee 
on the Judiciary: 

Daniel K. ·Hed~es, of Texas, to be United 
States Attorney for the Southern District of 
Texias, for the term of four years; 

Sarah Evans Barker, of Indiana, to be 
United States Attorney for the Southern 
District of Indiana, for the term of four 
years; 

Rex. E. Lee, of Ut8lh, to be Solicitor Gen­
eral of the United States; and 

Edward c. Prado, of Texas, to be United 
States Attorney for the Western District of 
Texas, for the term of four years. 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu­
tions were introduced, read the first and 
second time by unanimous consent, and 
referred as indicated: 

By Mr. HATFIELD: 
S. 1468. A b111 to provide for the designa­

tion of the Burns Paiute Indian Tribe as 
the ·beneficiary of a public domain allot­
ment, and to provide that all future simi­
larly situated lands in Harney County, Ore­
gon, will be held in trust by t'he United 
States for the benefit Of the Burns Pa.lute 
Indian Colony; to the Sele~t Committee on 
Indian Affairs. 

By Mr. STEVENS: 
S. 1469. A bill to amend the Internal Reve­

nue Code of 1954 to provide for an invest­
ment tax credit for theaitrical productions; 
to the Committee on Finance. 

By Mr. HEFLIN: 
S. 1470. A bill for the relief of Grietje Rhea 

Pietens Beumer, Johan Christian Beumer, 
Cindy Larissa Beumer, and Cedric Grant 
Beumer; to the Committee on the Judiciary. 

By Mr. HUDDLESTON (for himself 
and Mr. ROTH) : 

s. 1471. A bill to amend the Internal 
Revenue Code of 1954 to redefine indiv!d­
uals eligible for the earned income credit, 
and for other purposes; to the Committee 
on Finance. 

By Mr. DENTON: 
S. 1472. A b111 to amend the Internal Reve­

nue Code of 1954 to exclude the value of 
certain research and experimental expendi­
tures from the aggregate face amount of 
certain small issues of industrial develop­
ment bonds; to the Committee on Finance. 

By Mr. HART (for himself and Mr. 
ARMSTRONG) : 

S. 1473. A bill for the relief of the Jeffer­
son County Mental Health Center, Incorpo­
rated, and of certain currenrt and former 
employees thereof; to the Committee on 
Finance. 

By Mr. QUAYLE: 
S. 1474. A blll to continue the operation 

of t'he Defense Department's education sys­
tem in the Departmen·t of Defense; to the 
Committee on Armed Services. 

By Mr. McCLURE (for himself and Mr. 
JACKSON); 

S. 1475. A bill to amend the expiration date 
of section 252 of the Energy Polley and Con­
servation Act; to the Committee on Energy 
and Natural Resources. 

By Mr. DURENBERGER (for himself 
and Mr. ANDREWS): 

S. 1476. A bill to provide standby author­
ity to deal with petroleum supply disrup­
tions, and for other purposes; to the Com­
mittee on Energy and Natural Resources. 

By Mr. METZENBAUM (for himself, 
Mr. TSONGAS, and Mr. WILLIAMS): 

S. 1477. A bill to require the Secretary of 
Labor to submit an annual report on child 
day care services; to the Committee on Labor 
and Human Resources. 

By Mr. METZENBAUM (for himself, 
Mrs. HAWKINS, Mr. TSONGAS, and Mr. 
WILLIAMS): 

S. 1478. A b111 to amend the Internal Revenue 
Code of 1954 to increase the a.mount of the 
credit for expenses for household and de­
pendent care services necessary for gainful 
employment, to provide a credit for employ­
ers who provide such services, and for other 
purposes; to the Committee on Finance. 

By Mr. METZENBAUM (for himself, 
Mr. TSONGAS, and Mr. WILLIAMS): 

S. 1479. A bill to amend the Internal Reve­
nue Code of 1954 to exclude from the income 

of an employee certain adoption expenses 
paid by an empioyer, to provi.utl "' d-..:.u.:..~:;;n 
for adoption expenses paid by an indhidual, 
and for other purposes; to the Committee on 
Finance. 

S. 1480. A bill to amend the Internal Reve­
nue Code of 1954 with respect to the treat­
ment of foster children as dependents of tax­
payers; to the Committee on Finance. 

S. 1481. A b111 to amend title II of the So­
cial Security Act to ellmlnate gender-based 
distinctions under the old-age, survivors, 
and disab111ty insurance program; to the 
Committee on Finance. 

By Mr. HOLLINGS (for himself and 
Mr. WEICKER) : 

S. 1482. A bill to amend certain provisions 
of the Act of May 27, 1970~ to provide a pro­
cedure for determining whether s plan for 
the Federal Government to participate in an 
international exposition should include con­
struction of a Federal pav111on, whether such 
Federal pav111on should be a permanent 
structure, and for other purposes; to thP 
Committee on Foreign· Relations. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. HATFmLD: 
S. 1468. A bill to provide for the desig­

nation of the Burns Paiute Indian Tribe 
as the beneficiary of a public domain 
allotment, and to provide that all future 
similarly situated lands in Harney 
County, Oreg., will be held in trust by 
the United States for the benefit of the 
Burns Paiute Indian Colony; to the 
Select Committee on Indian Affairs. 

LAND DESIGNATED TO THE BURNS PAIUTE TRIBE 
•Mr. HATFmLD. Mr. President, I am 
introducing legislation today that will 
designate a parcel of land in Harney 
County, Oreg., to be held in trust for the 
Burns Paiute Tribe pursuant to Federal 
law (25 U.S.C. 373'b). This bill is pri­
marily of a technical nature as it willful­
fill the requirements of 25 U.S.C. 373b 
which provides that parcels of land, 
where the value of the land exceeds 
$2,000 and the allottee dies without le·gal 
heirs, shall be held in trust by the United 
States for such Indians as Congress may 
des;gnate. 

This bill addresses a matter that arose 
in Harney County, Oreg., where a Burns 
Paiute Indian named Jesse T. James died 
on January 12, 1978 without heirs or a 
will. At the time of his death, he was the 
sole owner of 160 acres of trust land in 
Hamey County, land which is classified 
as a "public domain allotment." The pro­
posed legislation is needed to clear up 
this matter, as well as comply with Fed­
eral law. 

The Burns Paiute Tribe has occupied 
the southeast corner of the State of 
Oregon for the last 8,000 years. In 1868 
representatives of the Federal Govern­
ment negotiat~d a treaty w\th the tribe 
to end hostilities between the tribe and 
the growing influx of white settlers. That 
treatv, however, was never ratified by 
the Senate. 

Instead, President Ulvsses S. Grant es­
tablished a reservation comprising ap­
proximatelv 1.778·.560 acres by executive 
orders in 1872. 1875. and 1876. Not less 
than 10 years later the rec::ervation was 
cancelled bv executive orders in 1882, 
1883, and 1889, and the hmd converted to 
the public domain. The Paiutes were 
compensated for the taking of this land 
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in 1959 by the Indian Claims Commis­
sion, which awarded each Indian 40 cents 
an acre for the loss of their aboriginal 
lands. 

In 1887 Congress passed the General 
Allotment Act, which intended to assimi­
late Indians into the non-Indian culture. 
Each "allottee" was given a 160-acre al­
lotment of reservation or public domain 
land, with the title to the land held in 
trust by the United States. In 1896 and 
1897, 115 allotments were created out of 
the public domain near Burns, Oreg., for 
the Paiutes, totaling 17 ,541.96 acres. 
After an aggressive policy of attempting 
to end the restricted status of these al­
lotments, many of these were sold to 
non-Indians, with less than 70 allotments 
in the Burns area remaining in Indian 
hands, totaling approximately 11,000 
acres. 

Federal law governs the probate dis­
position of allotments. Congress enacted 
25 U.S.C. 373b in 1942 to address this 
matter. That law states that such allot­
ments "be held in trust for such needy 
Indians as the Secretary may designate, 
where the value of the estate does not 
exceed $2,000, and in the case of estates 
exceeding such sum, such estates shall 
be held in trust by the United States for 
such Indians as the Congress may desig­
nate." 

In the ·case of the allotment covered 
by the bill I am introducing today, the 
value of the allotment exceeds $9,000. 
Thus, under 25 U.S.C. 373b, Congress 
must designate what Indians shall re­
ceive this property. During hearings on 
~his matter before the Board of Hear­
mgs e.nd Appeals in the Bureau of In­
dian Affairs, the board stated, "based on 
~he record before the board, and follow-
1~g a full opportunity for individual In­
dians and Indian groups to state a claim 
to the property at issue, the board has 
~o .reserva.tio.n stating that were it with­
in its au~hority to decree, it would allow 
the Indian Joe allotment-Jesse T. 
Ja~es estate-to go to the Burns PaJute 
~ribe, rather than reverting to the pub­
hc ~omain or being conveyed to other 
Indians." 

The. present Burns Paiute reservation 
comprises 770 acres and the tribe hopes 
to use this allotment for economic de­
velopmen~ to enable it to become more 
self:-sufficient. By utilizing the land for 
agricultu~al purpcses, the tribe hopes to 
increase its income, reduce its depend­
ence upo~ the Bureau of Indian Affairs 
and provide employment for tribal mem­
bers a~d re~idents of the area. To that 
end, this legislation would designate this 
parcel of land to be held in trust for the 
Burns Paiute Tribe. An a.ction which is 
supported by the record accumulated be­
fore the Board of Hearings and Appeals 
ot BIA. 

In addi~ion, to avoid subsequent ac­
tion of this nature, the legislation intro­
duced to~ay would also provide that fu­
ture publ.ic domain allotments that fall 
under ~his same situation would go di­
rectly mto trust for the tribe. The utll' -
zation of 25 U.S.C. 373b is rare hav~g 
been_ used .only once before, but by in­
clu?mg this provision in the proposed 
legislation administrative efficiency is 
promoted. In the future when this situa-

tion occurs, the Secretary of the Interior 
would designate that these allotments 
go to the tribe, thereby avoiding the need 
for Congress to be involved in this 
process. 

In closing, I urge expeditious action 
on this matter by the Congress as the 
Burns Paiute Tribe will be greatly bene­
fited by the development of this allot­
ment.• 

By Mr. STEVENS: 
S. 1469. A bill to amend the Internal 

~evenue Code of 1954 to provide for an 
inve~tment tax credit for theatrical pro­
ductions; to the Committee on Finance. 

THEATRICAL PRODUCTION INVESTMENT TAX 

CREDIT ACT OP 1981 

Mr. STEVENS. Mr. President, today I 
am pleased to introduce a bill which will 
amend the Internal Revenue Code of 
1954 extending the investment tax credit 
to theatrical productions. 

This bill is identical to S. 2500 that was 
introduced in the last Congress and was 
the subject of hearings before the Senate 
Subcommittee on Taxation and Debt 
Management on May 30, 1980. 

The Theatrical Production Investment 
Tax Credit Act of 1981 extends the in­
vestment tax credit to live commercial 
tJ:ieatrical production. Provisions of this 
bill closely parallel those which were in­
cluded in the Tax Reform Act of 1976 
that extended the investment tax credit 
to qualifying production costs in the mo­
tion picture industry. The Theatrical 
Production Investment Tax Credit Act of 
~981 will provide tax credit to persons to 
invest in productions of the commercial 
theatre. 

This credit will provide an effective in­
cen_tive t? ~he ~rforming arts industry 
while mmimizmg direct Government 
f?nding in this area. Under the provi­
sions of this bill the investment tax 
credit will be allowed with respect to 
production costs if such costs constitute 
new section 38 property. Each taxpayer's 
share of the credit will be limited to their 
ownership interest in the theatrical 
production. 

The investment tax credit was de­
signed to spur investment and create 
new employment opportunities. 

The theatrical industry badly needs 
the stimulus of an investment tax credit. 
Fewer new plays are being produced 
each year in commercial theatres. To a 
great extent, the decline in theatrical 
productons over the last few years can 
be traced to skyrocketing production 
costs. The play must run for months if 
not a year, if the investors are to rec~up 
prod~ction costs; yet four out of five pro­
duct~ ons lose money. The investment tax 
~redit :wm help abate the deterrent to 
mvest m new productions. 

Theatre is an important component 
of American culture. The theatre indus­
try provides a valuable cultural resource 
that attracts corporations and their 
em~loyees to locate near the city 
environment. 
T~e cost of the Treasury for this meas­

ure is extremely small. The Joint Tax 
Commi~tee estimate for last year's bill 
d.etermmed that the Theatrical Produc­
tion Investment Tax Credit Act will re­
duce budget receipts by only $5 million 
annually. This is certainly a small price 

t~ pay fo! encouraging investors to par­
t1?.pate m theatrical productions that 
will have such a significant effect on the 
American artistic community. 

I urge consideration of this measure. 

By Mr. HUDDLESTON (for him­
self and Mr. Rom> : 

S. 1471. A bill to amend the Internal 
Revenue Code of 1954 to redefine indi­
viduals eligible for the earned income 
credit., and for other purposes; to the 
Committee on Finance. 

TAX SUBSIDIES FOR ILLEGEAL ALIE':'lS 

0 Mr. HUDDLESTON. Mr. President on 
April 15 millions of Americans compl~ted 
their tax returns for 1980 and in the 
process paid an unprecedented amount 
of taxes. Hundreds of billions of dollars 
in income taxes have been paid into a 
tax system which is the largest in the 
world and which functions primarily 
upon the voluntary compliance of the 
American taxpayer. 

Unknown to most taxpayers, large 
numbers of illegal aliens also rushed to 
get their income tax return filed. How .. 
ever, a substantial number of illegal 
aliens who :file income tax returns aro 
using the earned income tax credit to 
either reduce their taxes or to receive 
a refund on taxes that were never paid. 

In 1975, Congress passed a tax bill 
which created a new concept in tax law: 
the earned income tax credit. This credit 
was intended to provide some tax relief 
for low-income workers who have de­
pendent children. The underlying ra­
tionale for the credit was that it would 
offset the impact of social security taxes 
and encourage individuals to :find em­
ployment. 

Under this law, the worker is entitled 
to a 10-percent tax credit for the first 
$5,000 in earned income; the credit is 
phased out when adjusted gross income 
reaches $10,000. The most expensive fea­
ture of this law is its refundable aspect. 
If the worker owes taxes which are less 
than the credit, the excess of the credit 
will be paid to him or her by the Gov­
ernment as an "overpayment." In 1979 
about 9 million individuals qualifted for 
the earned income tax credit, which cost 
the Federal Treasury approximately $2.1 
billion. Of this amount, $1.4 billion was 
attributable to the refundable aspect of 
the law. 

There is compelling new evidence that 
illegal aliens are using the earned income 
tax credit in order to reduce taxes or to 
secure refunds from the Government 
even though they do not pay any taxes. 
A new study just released by David 
North, director of the Center for Labor 
and Migra.tion Studies at the New Trans­
Century Foundation, concluded that 
nearly a third of those with refunds se­
cured EITC payments. Furthermore, 
they had larger average EITC payments 
and larger refunds than Americans 
generally. 

The study states tha.t part of the study 
group of 17 individuals received EITC 
payment.s totaling $19,637 and that this 
resulted in a mean payment of $302. If 
we assume a very conservative number of 
3 million illegal alien workers in the 
United States, this would result in EITC 
payments of a.bout $120 million. The 3 
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million assumption is conservative, be­
cause even the U.S. Bureau of the Cen­
sus admits that there could be as many 
as 6 mitlion illegal aliens in the country 
and other reliable sources believe there 
could be as many as 12 million. 

According to a letter from the acting 
commissioner of IRS, illegal aliens can 
qualify under the law for the EITC and 
they use the earned income tax credit. 
In order to prevent this continued misuse 
of the EITC, I am introducing a bill to­
day which limits eligibility for the EITC 
to a ci·t izen ·of the United States or an 
alien individual who has been admitted 
to the United States as a permanent 
resident. 

It is ironic that an earned income tax 
· credit primarily meant to encourage 
low-income individuals to work instead 
serves to limit employment opportunities 
for them. Even though we have about 
8 million unemployed people in the 
country today, this provision is an added 
incentive to enter the United States to 
take jobs from American citizens. In 
effect, the Federal Government is pay­
ing illegal aliens to take American jobs, 
at a time when the administration is re­
ducing unemployment benefits and jobs 
programs. 

To believe that this is not a widespread 
problem would be to ignore what we 
have learned in the past about the speed 
with which illegal aliens catch on to the 
loopholes in our tax laws. The IRS has 
established through experience that il­
legal aliens learn very quickly how to 
beat the tax collector. Between 1976 and 
1978 the IRS conducted a pilot program 
in which it interviewed apprehended il­
legal aliens to determine whether they 
had outstanding tax liabilities. This pro­
gram was dropped because the illegal 
aliens quickly learned how to get around 
it. In a letter to me dated January 4, 
1980, the Director of the Collection Di­
vision at the IRS stated: 

An awareness of t he program developed 
within the Mexican lllega.l a.lien community 
which comprised the majority of appre­
hended mega.ls. The Mexican press publi­
cized the fa.ct that mega.ls caught with 
money were subject to being interviewed by 
IRS, and the word evidenta.lly spread. Con­
sequently, when Mexican mega.ls were picked 
up, they had little or no money, but nu­
merous postal money order stubs from pay­
ments they had apparently sent back to 
their fammes in Mexico. 

In essence the Director admitted that 
even though the ms found that many 

of the apprehended illegal aliens did in 
fact owe Federal income taxes, there was 
no way to collect, since the illegals 
learned very quickly to send most of 
their money out of the country as soon 
as possible. . 

There is further evidence that illegal 
aliens learned quickly of other methods 
of avoiding Federal income taxes. The 
ms published a manual which was used 
by its own agents for the tax collection 
program aimed at illegal aliens. In this 
manual was a section entitled "Practices 
to Avoid Taxes" which stated: 

( 1) Assigned personnel should be a ware 
of practices utmzed by some mega.I aliens 
and their employers to a.void their Federal 
tax obllgations. 

Many a.liens also claim excessive exemp­
tions, since they a.re a.ware that by doing so 
they will receive larger take-home a.mounts. 

This manual states conclusively that 
many illegal aliens are deliberately falsi­
fying their tax returns and W-4 forms. 
The result is that if an illegal alien does 
not bother filing a tax return before he 
returns home, he in effect takes the un­
collected, nonwithheld taxes with him. 
If he does file a return, he pays little or 
no taxes because of the excessive num­
~er of exemptions. Under the latter 
method he also increases the amount of 
the refundable earned income tax credit. 

Although the amounts involved in each 
individual case may be relatively small, 
they are very substantial if several mil­
lion illegal aliens are in fact manipulat­
ing the tax system. The earned income 
tax credit alone cost the Federal Gov­
ernment over $2 billion in 1979. Further, 
we should not forget that the Congres­
sional Budget Office has determined that 
each one percentage point increase in 
unemployment costs the Federal Treas­
ury $29 billion every year. Any program 
which encourages illegal aliens to take 
jobs in this country will result in a sub­
stantial indirect . cost by increasing our 
unemployment rate. 

Mr. President, at the present time most 
Americans are paying more in taxes but 
are being told they will receive less in 
benefits for those taxes. In the near fu­
ture we may be able to reduce this in­
equity for many taxpayers bv pMsing a 
substantial tax reduction bUl. I thi.nk 
that it would be verv appropriate to pass 
along hundreds of thousands of dollars 
of savings now by denying the use of the 
EITC to illegal aliens. The EITC was in­
tended to encourage Americans to find 
jobs, not to recruit illegal aliens. 

I ask unanimous consent that chapter 
7 of Mr. North's study entitled "Govern­
ment Records: What '!'hey Tell Us About 
The Role oi Illegal Immigrants in The 
Labor Market and In Income Transfer 
Programs" oe prmted in the RECORD. 

'I'here being no obJection, the excerpt 
was ordered to be printed in the RECORD, 
as follows : 
CHAPTER SEVEN: THE STUDY GROUP AND THE 

INCOME TAX 

The Internal Revenue Service was able to 
trace 517 members of the study group 
through its data. systems. It found (to its 
surprise) that 355 of them, or 68.8 percent 
had fl.led one or more income tax returns. 

The distribution among the three sub­
po,·mla.tions was predictable; wa.lklns were 
the most Ukely to file at least once (85 per­
cent), the mainstream a.liens were next (68 
percent) , and the in troubles ca.me in la.st 
(57 percent) . 

As Table 7-1 indicates, some members of 
the study group were filing ret urns as early 
as 1966 (nine yea.rs before their encounter 
with INS), and many of them were stlll do­
ing so for 1979. The peak year was 1974, as 
it was in the SSA earnings data.. 

It should be noted that , while filing an in­
come tax return ls required by the law (for 
those with incomes above a rather low cut­
off level) and is a. commendable civic exer­
cise, it is also an a.ct that ls usually re­
warded, subsequently, with the delivery of 
a check. Most Americans find that their em­
ployers withhold more than the tax lia.bi11ty. 
In most yea.rs, a.bout seven out of nine re­
turn filers receive refunds. This combination 
of motivations must have Inspired the mem­
bers of the study group as It does other 
taxpayers. • 

Table 7- 2 provides 1979 data. on the three 
subpopulations in our study group regard­
ing tax lia.bi11ty, withholdings, refunds, and 
Earned Income Tax Credits (EITC) . A total 
of 226 of the study group members fl.led re­
turns, and 204 of them were rewarded with 
refunds. Nearly a. third of those with re­
funds secured ETTC payments. Comoa.ring 
the three subpopulations, one finds the ex­
pected pattern, with the largest t ax lia.b111ty 
being recorded by the wa.lkins, the next by 
the mainstream a.liens, and the lea.st by the 
in troubles. 

Members of the study gram:> on average 
have lower levels of tax lla.billty and with­
hC'ldingc; than American taxpayers genera.Uy, 
reflecting below-average incomes as Table 
7- 3 shows. For the same reasons, the study 
grouo members had la.r1rer average EITC pay­
ments and larger refunds than Americans 
generally. 

Ba.la.nee sheet: In 1979 members of the 
study group had a combined tax liabilit y to 
IRS of $229,556 and received $96,795 in re­
funds and $19,637 in ETTC payments for a 
total of $116,432. 

TABLE 7-1.-INDIVIDUAL INCOME TAX FILINGS OF THE 3 SUBPOPULATIONS IN THE ILLEGAL IMMIGRANT STUDY GROUP, 1966-79 

Mainstream Wal kin In trouble 

Data item Number Percent Number Percent Number Percent 

SS N's on masterfile_____ __ __ 405 100. 0 61 100. O 51 100. o 
Record of filing_ __ ______ 274 67. 7 52 85 2 29 
No record of filing__ ____ 131 32. 3 9 14: 8 22 ~~: ~ 

Filings bl year: ==================~ 
rnk=========== ====== 1~ 2. 2 -------------------- 2 3. 9 
1968 2• 7 -------------- ------ 2 3 9 
1969================== ~~ ~: ~ ---- -- --2-------3.T ~ f ~ 
Source: Unpublished IRS tabulations. 

Data item 

1970 __ -- -- -- -- ---- -- --
1971 __ -- -- - - ---- -- -- --
1972 __ -- -- -- -- -- ---- --
1973 __ -- -- -- - - - - -- -- --
1974 __ ---- -- - - -- -- ----
1975 __ - - -- -- -- -- -- - - --
1976 ____ -- -- -- -- - - -- --1977 ____________ ____ _ _ 

1978 __ -- -- -- -- - - - - - - --
1979 __ - - ---- -- -- -- -- --

Mainstream Walk in In trouble 

Number Percent Number Percent Number Percent 

36 
67 
98 

J:l8 
210 
195 
178 
183 
188 
180 

8. 9 
16. 5 
24. 2 
34. l 
51. 9 
48.1 
44.0 
45. 2 
46. 4 
44. 4 

8 
16 
18 
32 
39 
36 
30 
32 
34 
29 

13.1 
26. 2 
29. 5 
52. 5 
63. 9 
59. 0 
49. 2 
52. 5 
55. 7 
47. 5 

5 
10 
16 
22 
23 
17 
19 
18 
19 
17 

9. 8 
19. 6 
31. 4 
43.1 
45.1 
33. 3 
37. 3 
35. 3 
37. 3 
33. 3 
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TABLE 7-2.-COMPARISON OF TAX DATA ON THE 3 SUBPC FULA ~IONS IN THE ILLEGAL IMMIGRANT STUDY GROUP, 1979 

Mainstream Walk in In trouble 

Data item Total Number Average Total Number Average Total Number Average 

Tax liabilitY-------------------------------------- $m: m 
~~~~~~1 r~~~.ne-fa"x" credit=::::::==================== 16, 210 

123 $1, 258 $64, 238 
170 1, 270 66, 793 
54 300 1, 443 

~m~~~~ -!~== == == == == == == == == == == == == == == == == == == ==-- -- -- -~~~ ~~~-
164 551 13, 847 
180 ------------ -- -- -- -- -- -- ----

1 Includes earned income tax credit. Source: Unpublished I RS tabulations. 

TABLE 7-3.-COMPARISON OF STUDY GROUP TAX RETURNS 
WITH THOSE OF U.S. TAXPAYERS, 1978 AND 1979 

Members of 
study group U.S. taxpayers 

Data item 

Tax liability _________________ _ 
Withholding __ -- -- ------ -- -- __ 
Earned income tax credit_ ___ _ _ 
Refunds 1----------------"---

1 Includes earned income tax credit. 

(mean) (mean) 

$1, 383 
1, 422 

302 
571 

$2, 742 
2, 172 

202 
500 

Note: Study group data are for 1979; data for U.S. taxpayers 
for 1978. 

Source: Unpublished I RS tabulations.• 

By Mr. DENTON: 
S. 1472. A bill to amend the Internal 

Revenue Code of 1954 to exclude the 
value of certain research and experimen­
tal expenditures from the aggregate face 
amount of certain small issues of indus­
trial development bonds; to the Commit­
tee on Finance. 

RESEARCH AND DEVELOPMENT TAX EXEMPTION 

• Mr. DENTON. Mr. President, I am to­
day introducing legislation to remove a 
needless and unjustified obstacle to the 
carrying out of research and develop­
ment activities by companies using tax­
exempt industrial development bond fi­
nancing. Specifically, my bill would per­
mit research and development costs to 
be treated for purposes of the so-called 
"small-issue exemption" for industrial 
development bonds in the same manner 
as they are treated elsewhere in the 
Internal Revenue Code, as expensable 
items rather than capital costs. 

The "small-issue exemption" of section 
103(b) (6) of the code permits localities 
to provide tax-exempt financing for busi­
nesses within their jurisdictions. Under 
this exemption, a business may not have 
more than a total of $10 million in capi­
tal expenditures within the bond-issu'ng 
jurisdiction in the 6-year period begin­
ning 3 years prior to the issue date. The 
$10 million cap applies to all of a com­
pany's capital expenditures in that 6-
year period, whether or not the specific 
expepditure was financed with the pro­
ceeds of an IDB. 

Section 174 of the code expressly per­
mits research and experimentation costs 
to be expenses for most tax purposes. 
The Internal Revenue Service, however, 
has held that expenses for research are 
capital expenditures within the meaning 
of the industrial development bond pro­
vision. In other words, because of section 
174, research and development costs are 
generally permitted to be treated as ex­
penses, except if considered in the IDB 
context, in wh~ch case they must be 
treated as capital expenditures. 

This rule has had unfortunate conse­
quences for research by American indus-

try. Those companies which build, reno­
vate or expand their facilities through 
the use of IDB's must avo'id or curtail 
their research expenditures for a 6-year 
period in order to stay within the $10 
million limit. Even more seri,ously, the 
small, high technology firms that are on 
the cuttlng edge of this Nation's innova­
tion and productiVity, are e1Iec,tively de­
nied the advantages of tax-exempt fi­
nancing. For if a firm spends a large 
share of its budget on research and de­
velopment, it cannot a1Iord to finance its 
ciaipital facilities-land, plant, and equ~p­
ment--through an industrial develop­
ment bond. 

In addition to its adverse impact on 
research, the current rule needlessly 
compounds the bureaucratic burden 
upon businesses. While section 174 was 
intended to end the need for companies 
to separate their research and develop­
ment capital expenses from normal oper­
ating expenses, and avoid repeated 
audits and challenges on this point, the 
IDB rule raises these problems all over 
again. A business which uses an indus­
trial development bond must analyze all 
of its expenditures in the preceding 3 
years, separating out research, and must 
segregate research expenditures for the 
subsequent 3 years as well. And because 
this determination can always be chal­
lenged, the bond issue's tax exemption 
will be uncertain. 

My bill would correct this situation, by 
providing that research and experi­
mental costs which are treated as ex­
penses for the purposes of section 174 
may also be expenses for the purposes of 
the small-issue exemption under sec­
tion 103 (b) (6). By doing so, the bill will 
provide uniform treatment for researcih 
and development expenses in the code, 
and avoid the uncertainty and unneces­
sary accounting problems created by the 
present IRS pos:tion. The bill will per­
mit firms which use IDB financing to 
carry out normal research and experi­
mentation activities, and it will permit 
those high technology firms which de­
pend heavily on research and innovation 
to benefit from tax-exempt financing. 

To assure an immediate beneficial im­
pact, the bill would apply to research 
and development expenditures by com­
panies already operating under IDB's, 
as well as to ex pen di tures under new 
bond issues. The provision would not be 
retroactive, validating bond issues that 
have already been ruled taxable. But it 
would remove the disincentive to re­
search and development activities by 
companies using IDB's as of its effective 
date. 

The bill's revenue impact will be neg­
ligible. The research and development 
expenditures to which it would apply 

26 $2, 471 $10, 637 
27 2, 474 21, 602 
4 361 1, 984 

23 602 12, 201 

17 $626 
17 1, 271 
7 283 

17 718 
29 ---------------------------- 17 --------------

cannot themselves be funded out of the 
proceeds of an industrial development 
bond issue. IDB's basically can only 
fund capital costs for plant and equip­
ment. Thus the number and size of IDB 
issues should not increase significantly. 
However, this valuable low-cost financ­
ing tool will not be denied to those com­
panies which help to advance American 
technology and industry solely because 
of their high research costs. 

Mr. President, in the context of Pres­
irtent Reagan's tax proposals, the Con­
gress is considering a number of meas­
ures to promote research and develop­
ment and encourage small business. The 
bill I am introducing today would ac­
complish both of these important ob­
jectives at an insignificant loss of tax 
revenues.• 

By Mr. HART (for himself and 
Mr. ARMSTRONG): 

·S. 1473. A bill for the relief of the 
Je1Ierson County Mental Health Center, 
Inc., and of certa:n current and former 
employees thereof; to the Committee on 
Finance. 
JEFFERSON COUNTY MENTAL HEALTH CENTER 

• Mr. HART. Mr. President, I am intro­
ducing today, on behalf of myself and my 
colleague, Mr. ARMSTRONG, a bill designed 
to provide relief to the Je1Ierson County 
Mental Health Center in connection with 
certain social security tax payments. 

The Je1Ierson County Mental Health 
Center, located in Colorado, is a non­
profit organization which is exempt from 
employee participation in the social secu­
rity program. However, employees at the 
center elected to participate in the 
program, and, in 1963, the center filed 
the appropriate forms with the Internal 
Revenue Service and began withholding 
FICA taxes. 

When IRS reviewed the center in 1975, 
however, no record of th:s filing could be 
found. As a result, the IRS directed the 
center to refund the withheld FICA taxes 
to any employee who did not wish to con­
tinue his/her social security coverage. 

After refunding $74,128 to its employ­
ees, the center applied to IRS to have 
that amount repa~d to it. But even after 
IRS discovered that a valid waiver of 
immunity from social security taxes had, 
in fact, been filed, it was unable to re­
imburse the center. IRS does not have 
authority to expend funds without a legal 
obligation or statutory authorization. 

Mr. President, the Je1Ierson County 
Mental Health Center is seeking reim­
bursement solely for the employee share 
of the social security taxes involved and 
only for the period before IRS notified 
the center of its error. This legislation 
authorizes the Eecretary of the Treasury 
to determine the amounts withheld and 
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to treat those amounts as tax overpay­
ments, reimbursable to the center. 

During the 95th Congress, the Senate 
passed this legislation as an amend­
ment to an authorization bill. Unfortu­
nately, congress adjourned before final 
action on the bill was completed. In the 
96th Congress, Congressman WIRTH of 
Colorado introduced the measure. It 
passed the House, but neither the Senate 
Finance Committee nor the full Senate 
had an ovportunity to act on it. 

Congressman WIRTH has reintroduced 
the bill in the !louse of Representatives, 
and the House Judiciary Committee 
plans to consider it in the near future. 

Mr. President, under the circum­
stances, relief to the Jefferson County 
Mental Health Center is certainly justi­
fied. I look forward to quick action on 
this necessary measure by the Senate Fi­
nance Committee on the full Senate.• 
• Mr. ARMSTRONG. Mr. President. 
today Senator HART and I are introduc­
ing a bill to provide r.elief to the Jeffer­
son County Mental Health Center. The 
center, located in Lakewood, Colo., and 
serving a tricounty area, suffered a round 
of administrative misunderstandings 
with the Internal Revenue Service that 
can only be corrected by this legislation. 

The Jefferson County Mental Health 
Center is exempt from employee partici­
pation in the social security program, as 
are all nonprofit organizations, unless 
the employees elected to participate in 
the system. In 1963 the employees at the 
center elected to take coverage in the 
program and the proper forms were filed 
with the IRS. Subsequently, FICA taxes 
were withheld to effect such participa­
tion. 

The problem developed in 1975 when 
IRS initiated a survey and the Jeffer­
son County Mental Health Center was 
unable to find any indication that it had 
waived its immunity of taxes. Conse­
quently, the IRS directed the center to 
refund those FICA taxes withheld to all 
employees and said that the IRS would 
reimburse the center. 

The 133 employees were reimbursed by 
the center for a total of $74,128. At that 
point, the IRS discovered a valid waiver 
of immunity had, in fact, been filed, and 
it was therefore unable to refund the 
taxes paid to the center. By this time it 
was too late to get money back from the 
employees. 

Mr. President, the IRS cannot remedy 
this blunder because it does not have the 
authority to expel funds without a legal 
obligation to do so or a statutory author­
ization. This bill provides that the Secre­
tary of the Treasury determine the 
amounts withheld and treat these 
amounts as tax overpayments which are 
then reimbursed to the center. The cen­
ter is seeking relief only for the employee 
share of the social security taxes in­
volved and only for the period prior to 
the time when IRS notified the center 
that its previous instructions were in 
error. 

The bill also provides for social secu­
rity coverage for the affected employees. 
Services performed by the employees 
were covered and should not be removed 
from coverage because of erroneous 

information given by a Government 
agtncy. 

'rhe Finance Committee's Subcommit­
tee on Taxation and Debt Management 
he!d a hearing on this proposal in Octo­
ber 1977. The Senate subsequently re­
viewed and passed the legislation as an 
amendment to an authoriztion bill. Un­
fottunately, that authorization bill was 
not acted on before Congress adjourned. 
In the 96th Congress, the House agreed 
to such a measure, with no Senate action. 

Mr. President, the facts and equities of 
this case merit legislative relief as pro­
vided for in the bill and I enthusiastically 
recommend to the Senate expeditious 
approval by the 97th Congress.• 

By Mr. QUAYLE: 
S. 1474. A bill to continue the opera­

tion of the Defense Department's educa­
tion system in the Department of De­
fense; to the Committee on Armed 
Services. 
REPEAL TRANSFER OF DEPARTMENT OF DEFENSE 

SCHOOLS TO DEPARTMENT OF EDUCATION 

• Mr. QUAYLE. Mr. President. Today, 
I am introducing legislation to repeal 
that provision in law which requires th,e 
transfer of Department of Defense de­
pendents schools <DODDS) to the De­
partment of Education. I firmly believe 
that the Defense Department should 
operate these schools. 

The DODDS system was instituted 
after World War II when dependents 
began to accompany parents to their 
overseas assignments. Over 260 schools 
are operating in 23 countries providing 
education to over 135,000 students. 

I am opposed to this transfer because: 
First, the quality of education would not 
be improved, second, the transfer is used 
to justify the existence of the Depart­
ment of Education, and third, the trans­
fer does not recognize the unique char­
acteristic of these schools. 

On May 6 of this year, the Secretary 
of Education transmitted to Congress a 
report of a plan for the transfer of the 
overseas schools to the Department of 
Education. Throughout this report, there 
are references to equating the practices 
and operation of these schools to re­
semble those in the United States. How­
ever, the DODDS are already providing 
quality education equal or better to that 
provided by public schools in the States. 
All of the DODDS high schools are ac­
credited by the North Central Associa­
tion of Colleges and Schools, which pro­
vides accreditation to over 4, 700 schools 
and colleges in the United States. The 
teachers are highly qualified with 1.3 
percent having doctor's degrees and 48.7 
percent having master's degrees <com­
pared with 0.4 percent doctor's and 34.3 
percent master's in the public schools). 
On SAT's, students from the DODDS 
system, on the average, score slightly 
higher than students from the States. 

This transfer, while not improving the 
quality of education, would increase the 
bureaucracy. The transfer of these 
schools would more than double the size 
of the Department of Education. At the 
end of the fiscal year 1980, the Depart­
ment had approximately 6,100 full-time 
employees. The schools employ over 
9,000 individuals, most of whom are pro· 

f essional educators. This would add more 
employees than are currently in the De­
partment of Education, providing a jus­
tification for maintaining a department· 
sized Federal education entity. 

· In the Secretary·s report to Congress, 
it states that the Department of Defense 
wm-

Continue to provide personnel services to 
overseas employees to the dependents edu· 
cwtion system, provide administrative con· 
troi over overseas school system personnel, 
and treat al.I o-rerseas school system person· 
nel, for the purposes of access to services and 
fac111t1es, as employees of IX>D. 

In addition, those personnel "whose 
duties involve support for the overseas 
dependents schools" but are not em­
ployees of the DODDS will not be trans­
ferred to the Department of Education. 
DOD will also continue to hold title to 
t.he facilities used by the schools. 

What this means is that DOD and the 
Department of Education will have to 
meet c·ontinually to coordinate the oper­
ation of these schools. This bureaucratic 
"runabout" is unnecessary if the schools 
remain where they are now, within the 
Department of Defense. 

Finally, the desire by the Department 
of Education to treat these schools as 
educational institutions in the United 
States ignores the unique character ·of 
both the schools and the students. 

The normal tour of duty for military 
personnel a;t one location is approxi­
mately 3 years. This frequent change 
causes S'OCial and adjustment problems 
for the children. The schools tend to be 
a secure, stable environment in a non­
s'table life. Insuring this understanding 
has been a goal of the Department of 
Defense in operating the schools. Treat­
ing these schools and their students as 
the same as schools in the continent·al 
United states would destroy the c·ompas­
sion needed to deal with the rigors of 
overseas military life. 

The DODDS personnel as employees 
of the Department of Defense have se­
curity clearance and receive advance in­
formation 'On transfers to be able to ade­
quately prepare fior the arrival of new 
students. This is a rare feature not usu­
ally provided in U.S. local schools. The 
DODDS system is operating in a com­
pletely different environment, in foreign 
countries with different customs and 
cultures. 

The law currently requires that advi­
sory counci'ls be ins'tituted to assure more 
systematic participation by parents, stu­
dents, teachers, and military personnel 
in the operation of the schools. The re­
port to the Congress 'by Secretary Bell 
devotes a large number of pages to the 
compositi'On and activities of the 
councils. 

I have included in my legislation a 
secti'on making minor technical changes 
in the composition of the national-level 
council. The Assistant Secretary of De­
fense for Manpower, Reserve Affairs, and 
Logistics will be the chairman of the 
council. 

He wlll also appoint 12 individuals who 
will be well "versed by training or ex­
perience" in the field of primary or sec­
ondary education. These include repre­
sentatives of professional employee or­
ganizations, school administrators, par-
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ents of students enrolled in the schools, 
and one student. My change comes by 
giving the Assistant Secretary the dis­
cretion to also appoint representatives 
from overseas military commands and 
from other educational organizations. 
This provision insures a cooperative ef­
fort on the council between those in­
volved in educational functions and those 
involved in the day-to-day operation of 
the schools. 

My bill makes one other technical 
change in current law. The Director is 
to submit to Congress a report on the 
schools "not later than 1 year after July 
1, 1979." The system has not made a re­
port to Congress in part because they 
must consult with the advisory council 
which is not yet established. Therefore, 
I have amended this section to require a 
reporting date to Congress of January 1, 
1983. 

My bill is very simple, Mr. President. 
It repeals the transfer of the DOD over­
seas dependents school system to the 
Denartment of Education. 

The administration has informed me 
that it is taking a position in support of 
maintaining the schools within the De­
fense Department. I shall ask that a let­
ter from White House Assistant Max L. 
Friedersdorf be printed in the RECORD 
following my remarks. 

Time is running out, Mr. President. We 
must ask now if the transfer is to be 
stopped. I urge expeditious considera­
tion of this legislation. 

Furthermore, I urge my colleagues to 
join me in this effort to keep the over­
seas dependents schools within the De­
partment of Defense. 

I ask unanimous consent that the bill 
and the letter referred to be printed in 
the RECORD. 

There being no objection, the bill and 
the letter were ordered to be printed in 
the RECORD, as follows: 

s. 1474 
Be i t enacted by the Senate and House 

of Represen t at ives of t h e Uni ted States of 
America in Congress assembled. That (a) 
( 1) sec•t lons 208 and 302 of tJhe Department 
of Education Organization Act are repealed. 

(2) Sections 202(e) , 401(f) , 419(a) (2), 
and 503(a) (2) of the Department of Educa­
tion Organlz.ation Act are repealed. 

(b) The items relating t o sections 208 and 
302 in the t111ble of contents of such Ac•t are 
repealed. 

SEc. 2. (a) Sect ion 14110(b) of the Depart­
ment or Defense Dependents ' Education Act 
ot 1978 ls amended by s·trlkln~ out "The 
Secreitairy oif Education, in consultation with 
the Secretary of Defe;i se ," and inserting in 
lieu thereof "The Secretary of Defense". 

(b) Section 1411 (a) of the Department of 
Defense Dependents' E"uc'ill't.lon Act of 1978 is 
amended to read as follows: 

"(a) There ls established in the Depart­
ment of Defense an Advisory Council on De­
pendents' Educ111tlon (hereinafter in this sec­
tion referred to ·as the 'Council'). The coun­
cil shall be ·Comoo.sed of-

" ( 1) the Assi•stant Secretary o.f Defen~e 
for Manpower, Reserve Aff'alrs, and Liogistics 
(lherelnaf.ter in this section referred to as 
the 'Assistant Secretarv' ) , who shall be the 
chairm·an oif the Council ; 

"(2) twelve individuals ap.uoinited bv the 
Assistant Pecret.ary. who shall be individuals 
versed by tralnln~ or experience in the f' eld 
of primary or secondary education a,,d who 
shall include representatives of professional 

employee organizations, school administra­
tors, sponsors of students enrolled in the de­
fense dependents' educaition system, and one 
stude:it enrolled in such system; and 

" ( 3) represen ta ti ves from overseas mlli tary 
commands and from educational organiza­
tions as designated by the Assistant Secre­
tary.". 

(c) Section 1411(b) (1) of the Department 
of Defense Dependents' Education Act of 1978 
ls amended by striking oUJt "Secretary of 
Education" .and inserting in lieu thereof "As­
sistant Secretary". 

(d) Section 141l(c) of the Department 
of Defense Dependents' Education Act of 1978 
ls amended-

(1) by striking out clause (2); 
(2) by redeslgnaiting clauses (3) , (4) , and 

(5) as clauses (2), (3) , and (4), respectively; 
and 

(3) by striking out "Secretary of E:iuca­
tion" in clause ( 4) (as redeslgnaited in clause 
(2) of this subsection) and inserting in Heu 
thereof "Assistant Secretary''. 

(e) Section 1412(a) (2) of the Department 
of Defense Dependents' Educaition Act of 1978 
ls amended by striking out "two years af.ter 
the effective da.te of this title" and inserting 
in lieu thereof "January 1, 1933". 

(f) Sect.ion 1412.(c) of the Department 
of Defense Dependents' Education Act of 
1978 ls amended by striking out "one year 
after the effective date of this title" and 
inserting in lie 1 1 thereof "Januar :r 1, 198'3". 

SEC. 3. The Director of the Offi.ce of Man­
agement and Budget, the Secretary of De­
fense, and the Secretary of Education are 
each directed to take whatever action ls 
necessary to as ~"re the c :-n ' inue1 e""e ~+i .. e 
administration of the Defense Dependent's 
education system pursuant to title XIV of 
the Education Amendments of 1978. 

THE WHITE HOUSE, 
Washington, D.C., June 2, 1981. 

Hon. DAN QUAYLE, 
U.S. Senate, Washington, D.C. 

DEAR DAN: I sincerely apologize for this 
extreme delay 1n responding to your Feb­
ruary letter in which you urge that the De­
partment of Defense Overseas Dependent 
Schools remain within the Department of 
Defense and not be transferred to the De­
partment of E:lucatlon. 

As you know, the Department of Educa­
tion Organization Act (Public Law 96-88) 
called for the transfer of these schools no 
later than 3 years after the effective date of 
this act (May 1980) . Such transfer has not 
yet taken place, and the Administration ls 
taking the position that the Overseas De­
pendent Schools should remain within the 
Department of Defense. 

Your views on this matter are most ap­
pre-clated, and we will be sure to contact 
you as additional information becomes 
avall:able. I have taken the liberty of sharing 
your correspondence with the approprla.te 
advisory staff within the Administration so 
that they may have the benefit of your views 
on t his important matter. 

Thank you for bringing your concerns to 
our attention. 

With r.o!'cllal regard, I am, 
Sincerely, 

MAX L. FRtEDERSDORF, 
Assistant to the President. e 

By Mr. McCLURE (for himself 
and Mr. JACKSON) : 

S. 1475. A bill to amend the expiration 
date of section 252 of the Energy Policy 
and Conservation Act: to the Committee 
on Energy and Natural Resources. 
EXTENSION OF SECTION 252 OF ENERGY POLICY 

AND CONSERVATION ACT 

•Mr. McCLURE. Mr. President, today 
I am introducing legislation that would 
amend the Energy Policy and Conserva-

tion Act by extending the expiration date 
of section 252 of that act. The expiration 
date in the current law is September 30, 
1981. The bill would extend the date to 
June 30, 1985, which is also the expira­
tion date for titles I and II of the act. 
Those titles relate to domestic energy 
supplies, the strategic petroleum reserve, 
and standby energy authorities, includ­
ing authorities with respect to the inter­
national energy program. 

Section 252 of the Energy Policy and 
Conservation Act authorizes U.S. oil 
companies to participate in voluntary 
agreements for implementing the allo­
cation and information provisions of the 
agreement on an international energy 
program. That program provides a 
mechanism for an oil allocation system 
to be utilized by the participating coun­
tries in the event of a major oil supply 
disruption. Section 252 also provides a 
limited defense against any antitrust 
suits that may be brought against U.S. 
oil companies participating in the inter­
national energy program. The antitrust 
defense is limited to actions taken in im­
plementing the allocation and informa­
tion provisions of the program. 

The agreement creating the interna­
tional energy program was originally 
signed in 1974 as the result of an effort 
by the United States to promote coopera­
tion among major industrial countries in 
reducing dependence on imported oil. 
There are presently 21 signatories to the 
agreement, consisting of most of the 
principal industrialized oil consuming 
nations. The agreement provided for 
creation of the international energy 
agency as an autonomous entity within 
the Organization for Economic Coopera­
tion and Development. The agreement 
also provided that the IEA would serve 
as the medium for the operation of an 
international o!l sharing system for use 
during oil supply emergencies, and an 
information system on the international 
oil market. It also required each country 
to establ ·sh an emergency petroleum 
storage program, and to have a means 
for restra.'.ning demand for petroleum 
products in the event of an interruption 
of petroleum supplies to the IEP 
countries. 

Section 252 of EPCA sets out proce­
dures applicable to the development or 
carrying out of voluntary agreements 
and plans of action to implement the 
allocation and information provisions of 
the international energy program. Under 
this authority, U.S. oil companies en­
tered into the voluntary agreement and 
plan of action to implement the inter­
national energy program. At present, 22 
U.S. oil companies, including both major 
international oil companies and inde­
pendent oil companies, are participants 
in the voluntary agreement. 

The antitrust defense made available 
by section 252 (f) is essential to the par­
ticipation of U.S. oil companies in the 
voluntary agreement and, through it, in 
the IEP. The IEP, in turn, can function 
effectively only with participation by 
United States and foreign oil companies, 
which are primary sources of informa­
tion about conditions in the interna­
tional oil market and would be the pri­
mary actors in redistributing oil if the 
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IEP's emergency-sharing provisions were 
activated. 

As I have previously noted, the current 
expiration date of section 252 is Septem­
ber 30, 1981. If the Congress fails to act 
by that date and section 252 is allowed 
to expire, U.S. oil companies participat­
ing in the international energy program 
would be compelled to cease their partic­
ipation in the program. If that should oc­
cur, tihe alloca.tion mechanism of the 
program could not operate effectively in 
the event of any new disruption of oil 
supplies in the international oil market. 

During the last Congress, the expira­
tion date was extended on three sepa­
rate occasions. It was extended a fourth 
time during this Congress, when the date 
was changed from March 15 to Septem­
ber 30, 1981. It is now time for Congress 
to avoid the necessity for these periodic 
amendments by enacting a long-term 
extension. 

Participation by the United States in 
the international energy agency is cen­
tral to the pursuit of our long-term in­
ternational energy objectives. In general 
terms, the IEA provides a unique and 
effective forum for consultations and 
joint actions with our principal allies in 
the industrialized world. It represents a 
::;hared commitment to cooperate in deal­
ing with one of the most critical issues of 
our time. More specifically, in terms of 
facing oil shortages, the United States 
benefits from the IEA emergency shar­
ing commitment. Our participation in 
the allocation program reduces our vul­
nerability to politically inspired embar­
goes directed solely at the United States. 
Moreover, during a general triggering 
of the system, member countries would 
share the shortfall equitably, and the 
result would be a reduction in the devas­
tating ratcheting of prices that other­
wise would result from individual mem­
bers scrambling for oil on their own. 

I am pleased to note, Mr. President, 
that the legislation would not result in 
an increase in the budgetary require­
ments for the Department of Energy. 

The Energv and Natural Resources 
Committee will schedule a hearing on 
this bill in the near future. Mr. President

1 
I am hopeful that the Congress will en­
act an extension of section 252 before the 
current expiration date, and that the 
extension will be long term, to June 30, 
1985.• 

By Mr. DURENBERGER (for 
himself and Mr. ANDREWS): 

S. 1476. A bill to provide standby au­
thority to deal with petroleum supply dis­
ruptions, and for other purposes; to the 
Committee on Energy and Natural Re­
sources. 

PETROLEUM DISRUPTION MANAGEMENT ACT 

Mr. DURENBERGER. Mr. President, 
the Emergencv Petro1eum AJlocation Act 
of 1973 expires on September 30 of this 
year. Since its enactment shortly after 
the Arab oil embargo, this le.gislation 
has been the core of our energy policy in 
the United States. It provided the au­
thority to control crude oil and gasoline 
prices and to allocate crude oil and petro­
leum products among refiners, consum­
ers, and regions of the Nation. Although 

we did not always use this authority 
wisely and although the President will 
continue to have some emergency power 
under other law, the expiration of EP AA 
will leave us largely without a policy fo­
cus during petroleum emergencies. 

Senator ANDREWS and I are today in­
troducing legislation to replace EPAA. 
This legislation does not extend EPAA. 
It replaces EP AA with a new approach to 
managing petroleum disruptions. Before 
describing this legislation in detail, I 
would characterize it through a brief 
comparison to EPAA. First, it does not 
rely on extensive Government programs 
to manage shortfalls. It does not author­
ize crude oil price controls. It uses the 
marketplace supplemented only to the 
extent necessary to protect public health 
and safetv, our national security, and 
our economic well-being. 

This bill authorizes no semiperma­
nent Government regulat:ons. Any regu­
lation activated under this legislation 
would have a life limited to 120 days. It 
does not provide Presidents with broad 
authority to use any and all forms of in­
tervention for any and all emergencies. 
Rather it provides a series of responses 
to be implemented sequentially in a grad­
ual response to a shortfall. 

Finally, unlike EP AA this bill provides 
no subsidy to any sector of the petroleum 
industry or energy consuming public. It 
sends the right signals to all parties so 
as not to discourage our efforts to become 
independent from foreign imports. 

Mr. President, the bill we introduce 
today contemplates five disruption man­
agement techniques. At the beginning of 
every shortfall and for the duration of 
any small shortfall our response should 
rely primarily on private stocks. The 
problem with such reliance is that the 
market encourages refiners to sell crude 
oil during a surplus and hold during a 
disruption. These incentives, although 
easily understood, somet!mes work con­
trary to the national interest. The bill 
requests a study from the President to 
determine the practicality of reversing 
these incentives through amendments to 
the Internal Revenue Code which would 
encourage refiners to build stocks during 
gluts and draw down these stocks during 
disruptions. 

The second disruption management 
program is based on the strategic petro­
leum reserve. The bill would authorize 
the Department of Energy to sell oil 
from the strategic reserve during sub­
stantial petroleum disruptions or at times 
when the International Energy Program 
is activated. These sales would be to 
small and independent U.S. refiners and 
would provide them with some recourse 
other than the spot market where prices 
rapidly escalate during a shortage. A 
minimum level of strategic reserve oil 
would be withheld from sale for purposes 
of national security. 

Mr. President, I am confident that if 
our SPR program had gone forward as 
we planned in the early part of the last 
decade, we would now be in a position to 
respond adequately to any but the most 
severe petroleum disruption. However. it 
will now be several more years before the 
fill level is sufficient for this kind of pro-

tection and it is necessary to provide a 
transition program to meet intermediate 
disrupt!ons until such time as our SPR 
goal is reached. The bill includes such a 
program, called the private ded icated 
reserve, which is a limited allocation 
program for sales between refiners with 
adequate supply in a shortfall and those 
who because of a disruption cannot oper­
ate at the national utilization rate. 

The fourth management technique is 
a national crude oil sharing program to 
be used only in the most severe petro­
leum supply interuption. It requires 
equal distribution of all available crude 
oil among all refiners. It would also allow 
the President to order specific product 
yields and refinery utilization rates on a 
refinery-by-refinery basis. 

Finally, the bill also authorizes a prod­
uct allocation program which again is 
intended only for use during severe in­
teruptions. This portion of the bill tracks 
the currently expiring EPAA to establish 
priority use designations, continued sup­
plies to all regions of the country and 
the State set-aside program. 

Mr. President, it is clear from this 
short description that the bill is designed 
to provide for a sequential management 
system. We begin with reliance on the 
marketplace and only move toward gov­
ernment intervention as necessary and 
then only in limited steps. 

Perhaps the most difficult task in 
drafting such a sequential program is to 
determine the levels of disruption or 
price increases which should activate a 
government response. This is the trigger 
problem. We have avoided this difficulty 
in drafting the bill by providing for an 
implementation process that describes 
the effect rather than the size of the 
shortfall and relies on a political rather 
than a statistical determination of the 
appropriate point to activate any one of 
the five mechanisms. 

Implementing these disruption man­
agement techniques begins with a re­
quirement that the President promul­
gate standby regulations for each pro­
gram within 120 days of enactment. 
These regulations are transmitted to the 
Congress but are not effective in a 
standby status unless approved by a 
joint resolution within 30 days. Once ap­
proved they can only be activated by a 
second resolution submitted to the Con­
gress after a Presidential determination 
that a substantial or severe disruption 
exisrts or is imminent. Again, affirmative 
congressional action is required to acti­
vate any such program. One further fea­
ture is the automatic sunset of the acti­
vating resolutions. No program so au­
thorized could continue beyond 120 days 
without further congressional authori­
zation. 

Mr. President. this is a simple outline 
of the bill. I am submitting a detailed 
section-by-section analysis with my 
comments today and a copy of the leg­
islation. I am sure that there will be 
much debate about the fine points as 
there should be in the case of a policy 
with this importance. However, I believe 
that the basic structure of the bill-se­
quential management triggered by r:on­
gressional action-is the essential fea-
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ture that makes this legislation unique. 
I believe that the structure of the bill 
will survive the scrutiny of close exami­
nation and analysis and that a program 
very similar to this will emerge as a re­
placement for EPAA. It is clear that we 
need such a program and I am pleased 
to offer this bill as a starting point. 

Mr. President, I would ask that the 
section-by-section analysis arid a copy 
of the bill be printed in the RECORD. 

There being no objection, the bill and 
the summary were ordered to be printed 
in the RECORD, as follows: 

s. 1476 
Be it enacted by the Senate and House of 

·Reyrese:ntatives of the United States of 
America in Congress assembled, 

SHORT TITLE AND TABLE OF CONTENTS 
SECTION 1. (a) This Act may be cited as 

the "Petroleum Disruption Management Act 
of 1981". 

(b) Sec. 1. Short title; table of contents. 
Sec. 2. Statement of findings and pur­

poses. 
Sec. 3. Definitions. 

TITLE I-SEQUENTIAL MANAGEMENT AU­
THORITY AND ACTIVATION 

Sec. 101. Petroleum disruption management 
program development and im­
plementation. 

Sec. 102. Congressional consideration of pe­
troleum disruption management 
programs. 

Sec. 103. Activation of petroleum disruption 
management programs. 

TITLE II-PRIVATE CRUDE OIL AND PE­
TROLEUM PRODUCT STORAGE INCEN­
TIVES 

Sec. 201. Oil storage tax incentives report. 
TITLE III-STRATEGIC PETROLEUM RE­

SERVE AND PRIVATE DEDICATED RE­
SERVE DISTRIBUTION 

Sec. 301. Definitions. 
PART A-STRATEGIC PETROLEUM RESERVE 

DISTRIBUTION 
Sec. 302. Distribution from the Strategic 

Petroleum Reserve. 
Sec. 303. Amendment of the Strategic Petro-

leum Reserve Plan. 
Sec. 304. Temporary reserve storage. 
PART B-PRIVATE DEDICATED RESERVE PROGRAM 
Sec. 305. Establishment of private dedicated 

reserve program. 
PART C-EVALUATION OF NEAR-TERM USE OF 

STRATEGIC PETROLEUM RESERVE To MANAGE 
CRUDE OIL DISRUPTIONS 

Sec. 306. Report on near-term use of Stra­
tegic Petroleum Reserve. 

TITLE IV-NATIONAL CRUDE OIL 
SHARING PROGRAM 

Sec. 401. National crude oil sharing program. 
TITLE V-PETROLEUM PRODUCT 

PROGRAMS 
Sec. 501. Petroleum product disruption man­

agement program. 
Sec. 502. Amendment of section 203(f) of 

the Energy Policy and Conserva­
tion Act. 

TITLE VI-ESTABLISHMENT OF ADVI­
SORY, DATA COLLECTION AND CO­
ORDINATION FUNCTIONS 

Sec. 601. Establisbment of Energy Emergency 
Council. 

Sec. 602. Establishment of Energy Advisory 
Committee. 

Sec. 603. Information collection and moni­
toring. 

Sec. 604. Coordination of sequential man­
agement authorities with other 
energy emergency authorities. 

TITLE VII-MISCELLANEOUS PROVISIONS 
Sec. 701. Administration and enforcement. 
Sec. 702. Amendment of Department of En-

ergy Organization Act. 
Sec. 703. Extension of certain Energy Policy 

and Conse~a.t1on Aot authori­
ties. 

Sec. 704. Effect on other law. 
Sec. 705. Expiration. 

STATEMENT OF FINDINGS AND PURPOSES 
SEC. 2. (a) CONGRESS FINDS AND DECLARES 

THAT-
( 1) shortages of crude oil and refined 

petroleum products caused by inadequate 
domestic production and the general unavail­
ab1lity of imports sufficient to meet domes­
tic demand have occurred in the past and 
are likely to recur in the future; 

(2) during such shortages, hoarding and 
destructive competition among petroleum re­
finers for available supplies cause spot mar­
ket prices to rise precipitously above the 
prices of crude oil sold pursuant to con­
tracts; such a dramatic escalation of snot 
crude oil prices tends to encourage price in­
creases in crude oil sold pursuant to con­
tracts and encourages producers to divert 
crude oil to the spot market where much 
higher prices prevail; 

(3) such shortages and the resulting price 
escalations have threatened and will 
threaten national security, and have created 
and will create severe economic dislocations 
and hardships, including severe inflationary 
pressures on the economy and sharp in­
creases in the prices of gasoline, diesel fuel 
and other refined petroleum products sold 
to consumers across the United States· 

(4) during such shorta~es and disioca­
tions, which begin as crude oil disruptions 
but are readily translated into refined 
petroleum product disruptions, petroleum 
refiners have uneoual access to crude oil sup­
plies at competitive prices. with the result 
that reg-tonal sun-ply imbalances occur and 
some regions and areas of the United States 
are more severely affected by shortages and 
higher prices than others; in these areas 
such s°tlortages will create particularly severe 
economic dislocations and hardships, includ­
inq: loss of jobs, closing of factories and busi­
nesses, reduction of crop planting anlf har­
vest.in~. shortages of home heat.in~ oil. and 
curtailment of vital public services. includ­
ing public t.ransportation and the transryor­
tation of food and other essential services; 
such regional shortaaes are particularly 
acute in rural and less d1mselv poryulated 
areas served by independi>nt refiners; these 
are the same areas in which manv larger re­
ft.ners l"ta17e discontinued or are discontinu­
ing serrice; 

(5) the American economy should not, and 
need not, be held captive by international 
cartel-controlled supply and price levels 
which threaten the viab1lity and comueti­
tiveness of the domestic refining lndu.stry, 
thereby impairing service to all regions of 
the country; 

(6) such hardships and dislocations have, 
in the past, interru!)ted the normal fl.ow of 
commerce and created national energy crises 
which have impaired the public health, 
safety and welfare before effective responsive 
action was initiated; extensive governmental 
intrusion can be avoided in de·aling with 
more limited disruptions 1f the crude oil 
shortages that could lead to regional imbal­
ances are dealt with effectively and in a 
timely manner, including use of the Stra­
tegic Petroleum Reserve; and 

(7) the national security and economic 
well-being of the United States requlres thaJt 
a standby sequential petroleum disruption 
management program be established and 
maintained in anticipation of a future crisis 
so that efficient and immediate action can 
be taken by the President and the Congress 
to manage such disruptions and the·ir conse­
quences. 

( b) The purpose of this Act is to establish 
an overall sequential petroleum disruption 
management program comprised of several 
individual programs each of which is to be 
formulated and implemented so as to assure 
timely and effective action in managing 
petroleum supply disruptions of varying 
magnitudes and causes. The authority grant­
ed under this Act shall be exercised for the 
purpose Of minimizing the adverse short­
and long-term effects of petroleum disrup­
tions on the American people and the econ­
omy, and in a manner that such adverse ef­
fects are anticipated and contained at their 
inception. 
SEC. 3. DEFINITIONS. 

As used in this Act, the term-
( a) "interna.tional energy program" means 

the Agreement on an International Energy 
Program, signed by the United States on No­
vember 18, 1974, including (1) the annex 
entitled "Emergency Reserves," (2) any 
amendment to such Agreement which in­
cludes another nation as a party to such 
Agreement; and (3) any technical or clerical 
amendment to such agreement; 

(b) "national utilization rate" means the 
ratio of crude oil available as input to do­
mestic refineries in any particular period 
(excluding inventory volumes as determined 
by rule by the Secretary after consultation 
with the Energy Advisory Committee and 
included as part of the programs established 
in Sections 305 and 401) , compared to the 
aggregate refining capacity of all domestic 
refineries which have been in operation dur­
ing all or part of the three months prior to 
the activation of the program or programs 
established in Titles III and IV of this Act· 

(c) "petroleum disruption management 
program" means the Strategic Petroleum 
Reserve Program, Private Dedicated Reserve 
Program, National Crude Oil Sharing Pro­
gram, and Petroleum Product Disruption 
Management Program as specified in this 
Act; 

(d) "refiner" means a person which owns, 
operates or controls the operation of one or 
more refineries; 

(e) "refined petroleum product" means 
any refined petroleum product, including 
gasoline, kerosene, middle distillate (includ­
ing Number 2 fuel oil), LPG, refined lubri­
cating oils, diesel fuel, jet fuel, residual fuel 
oil, and any natural gas liquid or natural gas 
liquid product; 

(f) "Secretary" means, unless otherwise 
specified in a particular section, the Secre­
tary of Energy; 

(g) "severe petroleum supply interrup­
tion" means a national petroleum supply 
shortage which ( 1) is, or is likely to be, of 
significant scope and duration, (2) may 
cause major adverse impact on national se­
curity or the national economy, and (3) re­
sults, or is likely to result, from an interrup­
tion in the crude oil or refined petroleum 
product supplies of the United States, in­
cluding supplies of imported crude oil and 
refined petroleum products, or from sabotage 
or an act of God; 

(h) "substantial crude oil supply disrup­
tion" means a national crude oil disruption 
of lesser magnitude than a severe petroleum 
supply disruption, or a regional crude oil dis­
ruption, arising from either limited crude oil 
supplies or anomalous crude oil price con­
ditions, which affects 'qualified refiners' in 
the manner specified· in Section 301 ( d) ( 1); 
and 

(i) "United States" means all of the several 
States, the District of Columbia, the Com­
monwealth of Puerto Rico, and any territory 
or possession of the United States. 

TITLE !--SEQUENTIAL MANAGEMENT 
AUTHORITY AND ACTIVATION 

PETROLEUM DISRUPTION MANAGEMENT PROGRAM 
DEVELOPMENT AND IMPLEMENTATION 

SEc. 101. (a) Within 120 days after the date 
of enactment of the Act, the President shall 
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prescribe by rule, after notice and oppor­
tunity for oral presentation of data, views, 
and arguments, a.nd transmit to the Con­
gress for approval in accordance with Section 
102 the following four petroleum disruption 
management programs: 

( 1) a Strategic Petroleum Reserve Distri­
bution Program, promulgated in conjunction 
with the Secretary of Energy's authority to 
develop a. Strategic Petroleum Reserve Plan 
and in accordance with the requirements of 
Pa.rt B of Title I of the Energy Policy a.nd 
Conservation Act, a.s amended by this Act; 

(2) a Private Dedicated Reserve Program, 
promulgated in accordance with the require­
ments of Section 305 of this Act; 

(3) a National Crude Oil Sharing Program, 
promulgated in accordance with the require­
ments of Section 401 of this Act; and 

(4) a Petroleum Product Disruption Man­
agement Program, promulgated in accord­
ance with the requirements of Section 501 
of this Act. 

(b) The programs specified in subsection 
(a) may not become effective unless-

(1) The President ha.s transmitted such 
program to Congress in accordance with sub­
section (a) ; 

(2) (A) the Strategic Petroleum Reserve 
Distribution Program has been approved as 
an amendment to the Strategic Petroleum 
Reser;ve Plan in accordance with the provi­
sions of Part B of Title I of the Energy 
Policy and Conservation Act, as amended by 
this act; and 

(B) the Private Dedicated Reserve Pro­
gram, Natural Crude 011 Sha.ring Program, 
and Petroleum Product Disruption Manage­
ment Program have been appro,ed by Con­
gress in accordance with the provisions of 
Section 102 of this Act; and 

{3) the activation of the program or pro­
grams has been approved in aocordance with 
Section 103 of this Aot. 

{c) The Private Dedicated Reserve Program, 
National Crude Oil Sharing Program, or 
Petroleum Product D15ruption Mana.gemelllt 
Program may not be a.mended unless the 
President ha.s transmitted such amendment 
to the Congress and the Congress ba.S ap­
proved the amendment in accordance with 
the .Procedures specified in Section 102. 
Tecbn!ca.l or clerical amendments to a pro­
gram may be prescribed after notice and op­
portunity for oral presentation of data, views, 
and arguments and 1lb.e amendments have 
been submitted to the Energy and Natural 
Resources Committee of the United States 
Senate and the Energy and Commerce Com­
mittee of the United States House of 
Represen ta.ti ves. 

APPROVAL OF PETROLEUM DISRUPTION 
MANAGEMENT PROGRAMS 

SEC. 102. (a.) {l) The Strategic Petroleum 
Reserve Plia.n, as amended to comply with the 
requirements of this Act, shall be trans­
mitted for approval in accordance with Sec­
tion 159 (a) , a.s a.mended, of the Energy 
Polley a.nd Conservation Act. 

(2) The Private Dedicated Reserve Pro­
gram, Niationa.l Crude Oil Sha.ring Program, 
and Petroleum Product Disruption Manage­
ment Program '!hall each be transmitted to 
both Houses of Congress on the same day and 
to ea.ch House while it is in session. 

(b) (1) No such petroleum disruntion man­
agement progriam specified in sub~ection (a) 
(2) mav be considered a.pproved for purposes 
of Section 101 (b) of thic; Act unless between 
the date of transmittal and the end of the 
first period of 30 ca.lendar da•·s of contlnuous 
session of Congress after the date on which 
such action 1.c; transmitted to the Oonrrress, 
ea.ch House of ConJ?ress passes a. resolution 
desr.ri':lPd in sulJsection fc). 

(2) For the onrno.,e of subse'.'tfon (1 )­
(A) contlnuitv of !'ec;slon Is hroken only 

by an arHournment of r:on!!',.ess slne die: and 
(B) the days on which either House ts not 

in session because of an adjournment of more 
than 3 days to a day certain are excluded in 
the computation of the calendar-day period 
involved. 

(c) For purposes of applying this section 
with res) ect to a petroleum disruption man­
agement program, "resolution" means only a 
resolution of either House of Congress the 
matter after the res.olving clauses of which 
is as follows: "That the approves 
the Program submitted to the 
Congress on , 19-," the first blank 
space therein being filled with the name of 
the resolving House, the second blank space 
being appropriately filled with the name of 
the program considered, and the last blank 
space being filled with the appropriate date; 
but does not include a resolution which 
specifies more than one petroleum disruption 
management program. 

(d) A resolution once introduced with re­
spect to a program listed in Section 101 of 
this Act shall be considered by the Congress 
in the same manner as an energy conserva­
tion contingency plan is considered pursuant 
to the expedited procedures established in 
Se::tlon 552 of the Energy Policy and Con­
servation Act. 

(e) If the Strategic Petroleum Reserve 
Plan (or amendment thereto) or a petroleum 
disruption management program submitted 
in accordance with this section ls not ap­
proved, the President shall, within 15 days, 
submit a revised Plan or program (or revised 
amendment thereto) to the Congress for au­
proval pursuant to the requirements of Sec-

. tion 159(a), as amended, of the Energy Polic7 
and Conservation Act in the case of the Stra -
tegic Petroleum Reserve Plan and the re­
qu1rements of this section for the program<; 
specified in subsection (a) (2). 

ACTIVATION OF PETROLEUM DISRUPTION 
MANAGEMENT PROGRAMS 

SEC. 103. (a) Activation of the below­
listed petroleum disruption mana~ement 

programs shall be made in the following 
manner-

(1) Strategic Petroleum Reserve Distribu­
tion. 

{A) Except as provided in Sectiop. 302(a), 
the President may distribute a.nd allocate 
crude oil and/or refined petroleum products 
from the Strategic Petroleum Reserve when­
ever the President determines that a sub­
stantial crude oil supply disruption exists or 
i.; imminent, a Eevere petroleum supply dis­
ruption exists or ls imminent, a severe energy 
supply interruption exists or is imminent, or 
such distribution and allocation is necessary 
in order to comply with the obligations of 
the United States under the international 
energy program, and only with the pa.ssage of 
a. joint resolution authorizing distribution 
and allocation from the Strategic Petroleum 
Reserve. 

(B) In the event of an actual or imminent 
substantial crude oil supply disruption, or an 
actual or imminent severe petroleum supply 
interruption, or an actual or tmminent severe 
energy supply interruption, or that the inter­
national energy program has been imple­
mented and the obligations of the United 
States under that program require distribu­
tion and allocation from the Strategic Petro­
leum Reserve, the President shall transmit 
evidence of the determination called for in 
subsection (A) and a. request for a joint reso­
lution to both Houses of Congress on the 
same day. 

(2) Private Dedicated Reserve Program. 
(A) The President may implement the 

standby plan prescribed in Section 305 of the 
Act whenever the President determines that 
a subs·tantial crude on supply disruption 
exists or is imminent and only with the 
passage of a. joint resolution authorizing 
implementation of the Private Dedicated 
Reserve Program. 

(B) In the event of an actual or imminent 

substantial crude oil disruption, the Presi­
dent shall transmit evidence of the determi­
nation called for in subsection {A) and a re­
quest for a joint resolution to both Houses of 
Congress on the same day. 

( 3) National Crude Oil Sha.ring Program. 
(A) The President may implement the 

standby plan prescribed in Section 401 of the 
Act whenever the PresJdent determines tha.t 
a. severe petroleum supply interruption exists 
or is imminent or such implementation ls 
necessary in order to comply with the obliga­
tions of the United States under the inter­
national energy program and only with the 
passage of a joint resolution authorizing im­
plementation of the National Crude Oil Shar­
ing Program. 

\BJ In the event of an actual or imminent 
severe petroleum supply interruption or that 
the international energy program has been 
implemented and the obligations of the 
United States under that program require 
imp!ementation of the National Crude Oil 
Sharing Program, the President shall trans­
mit evidence of the determination called for 
i t1 subsection (A) and a. request for a joint 
resolution to both Houses of Congress on the 
same day. 

(4) Petroleum Product Disruption Man­
agement Program. 

(A) The President may implement the 
standby plan prescribed in Section 501 of 
the Act whenever the President determines 
that a severe petroleum supply interruption 
exists or is imminent or such implementa­
tion is necessary in order to comply with the 
obliga.tions of the United States under the 
international energy program and only with 
the passage of a. joint resolution authorizing 
implementation of the Petroleum Product 
Disruption Management Program. 

(B) In the event of an actual or imminent 
severe petroleum supply interruption or that 
the international energy program has been 
implemented and the obligations of the 
United States under that program require 
implementation of the Petroleum Product 
Disruption Management Program, the Presi­
dent shall transmit evidence of the determi­
nation called for in subsection (A) and a re­
quest for a joint resolution to both Houses 
of Congress on the same day; 

(b) No such joint resolution may be con­
sidered approved for purposes of subsection 
(a) unless, between the date of transmittal 
and the end of the first period of 6 calendar 
days of the date on which such action is 
transmitted to such House, each House of 
Congress passes the appropriate joint resolu­
tion described in subsection (d) (2). 

(c) If the Conizress is not in session the 
President may call the Congress into emer­
gency session. 

(d) (1) This subsection is enacted by 
Congress-

( A) as an exercise of the rulemaking power 
of the Senate and House of Representatives, 
respectively, and as such it is deemed a part 
of the rules of each House, respectively, but 
applicable only with respect to the procedure 
to be followed in that House in the case of 
joint resolutions described by paragraph (2) 
of this subsection; and it supersedes other 
rules only to the extent that it is inconsistent 
therewith; and 

(B) with full recognltlon of the constitu­
tional right of either House to change the 
rules (so far as relating to the procedure of 
that House) at any time, In the same manner 
and to the same extent as in the case of any 
other rule of the House. 

(2) For purposei;; of this subsection, the 
term "joint resolution" means only a resolu­
tion of Congress which reads, where appro­
priate, as follows: 

(A) "The President is authorized to im­
plement the Priv'.l.te Dedicated Reserve Pro­
gram promulgated pursuant to Section 305 
of the Petroleum Disruption Management 
Act of 1981 for a period of time not to ex-
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ceed 120 days beginning on the date ten days 
after the ena.ctmen t of this joint resol u­
tion." 

(B) "The President is authorized to im­
plement the National Crude Oil Sharing 
Program promulgated pursuant to Section 
401 of the Petroleum Disruption Manage­
ment Act of 1981 for a period of time not to 
exceed 120 days beginning on the date ten 
days after the enactment of this joint reso­
lution." 

(C) "The President is authorized to imple­
ment the Petroleum Product Disruption 
Management Program promulgated pursuant 
to Section 501 of the Petroleum Disruption 
Management Act of 1981 for a period of time 
not to exceed 120 days beginning on the date 
ten days after the enactment of this joint 
resolution." 

(D) "The President is authorized to dis­
tribute and allocate crude oil and/or petro­
leum products from the Strategic Petroleum 
Reserve pursuant to the Strategic Petroleum 
Reserve Plan and allocation regulations for 
a period of time not to exceed 120 days 
beginning on the date ten days after the en­
actment of this joint resolution." 

(3) A joint resolution once introduced 
shall immediately be referred to the House 
Committee on Energy and Commerce and the 
Senate Committee on Energy and Natural 
Resources by the Speaker of the House of 
Representatives or the President of the Sen­
ate, as the case may be. 

(4) (A) If the committee to which a joint 
resolwtion has been referred has not reported 
it ·at the end of two calendar day.:; after its 
referral, it ·shall be in order to move etther 
to discharge the committee from further con­
sideration of such joint resolution or to dis­
charge the committee from further con­
sideration of any other joint resolution which 
has been referred to the committee. 

(A) A motion to discharge may be made 
only by an individual favoring the joint re.so­
lution, shall be highly privileged, and debate 
thereon shall be limited to not more than 
1 hour, to be divided equally between those 
favoring and those oppcsing the joint resolu­
tion. An amendment to the mOltion shall not 
be in order, and it shall not be in order to 
move to reconsider the vote by which the 
motion was agreed to or disagreed to. 

(C) If the motion to disclharge is agreed 
to or disagreed to, the motion may not be 
renewed, nor may another motion to dis­
charge the committee be made with respect 
t:> any other joint resolution. 

(5) (A) When the committee has reported, 
or has been discharged from furitiher con­
sideration of, a joint resolution, it shall be 
ait any time thereafter in order (even though 
a previous motion to the same effect lhas 
been disagreed to) , ·to move to proceed to 
the consideration of the joint resolution. The 
moltion shall be highly privileged and shall 
not •be debatable. An amendment to the 
motion shall not be in order, and it shall 
not be in order to move to reconsider the 
vote by which the motion was agreed to or 
disagreed to. 

(B) Debate on the joint resolution re­
ferred to in •subparagraph (A) of this para­
graph shall ·be limited to not more than 10 
hours, which shall be divided equally between 
tho.se favoring and those opposing such joint 
resolution. A motion furtther to limit debate 
shall not be debatable. An amendment to, 
or motion -1<.o recommit the joint resolution 
shall not be in order, and it shall not be 
in order to move to reconsider the vote by 
which such joint resolution was agreed to 
or disagreed to. 

(6) (A) Motions to poi;tipone, mac!e with 
respect to tihe discharge from commi.ttee, or 
the consideration of a joint resoiution and 
motions to proceed to the consideration of 
other business, shall be decided without de­
bate. 

(B) Appeals from the decision of the Chair 
relating to the application of the rules of the 

Senate or the House of Representatives, as 
the case may be, to the procedures relating 
to a joint resolution shall be decided without 
debate. 

(e) The procedures described in (a) e.nd 
(b) above may also be initiated by either 
the Senate or the House of Representatives 
with the introduction of a joint resolution 
sponsored by either 8 Senators or 25 Con­
gressmen, respectively. If the President ve­
toes the measure so initiated, the Congress 
may attempt to override the veto in the 
usual manner. 

(f) The President may seek implementa­
tion of each of these programs for successive 
120 day periods under the proce:iures de­
scribed in this section by submitting an ad­
ditional request using the same procedure 
specified in this Section as may the Congress 
under the procedures specified in Section 103 
(e). 
TITLE IF-PRIVATE CRUDE OIL AND PE­

TROLEUM PRODUCT STORAGE INCEN­
TIVES 

OIL STORAGE TAX INCENTIVES REPORT 

~EC. 201. Within 180 days after the date of 
the enactment of this Act, the President shall 
submit a report on the advisability and al­
ternative means of (1) reducing the tax lia­
bility of persons who draw down crude oil 
and petroleum product reserves during oil 
supply disruptions, and (2) providing tax or 
other incentives for the construction of pri­
vate-sector crude oil and petroleum product 
storage facilities and the maintenance of in­
creased private-sector crude oil or petroleum 
product reserves. 
TITLE III-STRATEGIC ·PETROLEUM RE­

SERVE AND PRIVATE DEDICATED RE­
SERVE DISTRIBUTION 

DEFINITIONS 

SEC. 301. For purposes of this Title, the 
term-

(a) "crude oil runs to distillation units" 
means the total number of barrels of crude 
oil input to distillation units processed by a 
refiner measured in accordance with stand­
ards established by rule by the Secretary of 
Energy after consultation with the Energy 
Advisory Committee; 

(b) "designated refiner" means a refiner 
which is not a small or independent refiner, 
and which has, as determined by rule by 
the Se:::retary after consultation with the 
Energy Advisory Committee, volumes of crude 
oil available to it sufficient to enable it to 
operate in excess of the national utiliza­
tion rate; 

(c) "independent refiner" means a petro­
leum refiner whose total petroleum refining 
capacity (including the refl..nery capacity of 
any person who controls, is controlled by, or 
is under common control with such refiner) 
is located within the United States, who, 
during any calendar year, as certified to the 
Secretary of E.nergy by such refiner obtained, 
directly or indirectly, in the previous calen­
dar year, more than 70 per centum of its 
refinery input of domestic crude oil (or 70 
per centum of its refinery input of domestic 
and imported crude oil) from producers who 
do not control , are not controlled by, and are 
not under common control with such refiner; 

(d) "qualified refiner" means a small and 
independent refl..ner that-

( 1) (A) is incurring, or would incur dur­
ing a given period, a reduction in its supply 
of crude oil such that its ratio of crude oil 
runs to distillation units to Department of 
Energy certified crude oil refi.nery capacity 
would fall below 95 percent of the national 
utilization rate, and (B) is not able or can­
not reasonably be expected to replace such 
lost supplies through its own efforts, in­
cluding, but not limited to a situation where 
the refl..ner must pay a price for replace­
ment supplies in excess of the weight-aver­
aged price during a given time period for all 
crude oil produced in, and imported into, the 

United States, with consideration being given 
to e:::onomically-based quality differentials. 

(2) (A) The Secretary shall by rule, after 
· eonsultation with the Energy Advisory Com­

mittee, establish criteria the Secretary will 
use in deciding whether to designate a re­
finer as a qualified refiner under this title, 
which criteria shall be incorporated into the 
Private Dedicated Reserve Program. In mak­
in,g such a designation the Secretary shall 
consider the natio.nal and regional need for 
particular types of petroleum refining and 
minimum levels of storage capacity, and the 
cost of supplying such capacity. 

(B) (i) The Secretary shall, upon applica­
tion, designate any small and independent 
refiner as a qualified refiner under this title 
if based on information provided by such 
refiner the Secretary determines that (1) 
such refiner meets the criteria established 
under subsection (A); or (2) such refiner 
provided a written commitment, including 
a commitment of funds, satisfactory to the 
Secretary, that the refiner through control 
of a new, expanded or retrofitted refinery or 
refineries wm comply with subpal'agraph 
( 1) within a time period specified by the 
Secretary. 

(11) Notwithstanding paragraph (i), the 
Secretary may designate a domestic refiner 
as a qualifiej refiner under this Title if the 
Secretary determines, based on information 
provided by such refiner, that, but for such 
designation , it is likely that essential pub­
lic service or econcmic activity in a region 
or regions of the United States wm be im­
paired during a substantial crude oil supply 
disruption to an extent significantly greater 
than would otherwise be the case. 

(C) Any refiner designated a qualified re­
finer under paragraph (B) (i) (2) shall make 
such progress reports with respect to any 
commitment under such paragraph as the 
Secretary may reasonably require. The Sec­
retary may periodically review any designa­
tion under subsection (B), but may not re­
scind any such designation unless he deter­
mines, after notice and opportunity for a 
hearing, that the requirements for the 
designation are not being met, or in the 
case of a designation under paragraph (B) 
(a) ( 2) are not likely to be met wi•thin the 
time period set forth in the commitment 
under such subparagraph or any reasonable 
extension thereof. 

(3) Notwithstanding subparagraph (B) 
(i) (2), the Secretary of Energy may deter­
mine thait a refiner is a qualified refiner if 
the refine·r is one which provides essential 
public service or economic activity in a re­
gion or regions of the United States; and 

(e) "small refiner" means a refiner, the 
sum of the capacity of the refineries of 
which (including the capacity of any per­
son who controls, is controlled by, or is un­
der common control with such refiner) does 
not exceed 175,000 barrels per day. 

PART A-STRATEGIC PETROLEUM RESERVE 
DISTRIBUTION 

DISTRmUTION FROM THE STRATEGIC PETROLEUM 

RESERVE 

SEC. 302. (a) Notwithstanding any other 
provision of law and upon a determination 
that a substantial crude oil disruption ex­
ists, the President is authorized to distrib­
ute crude oil from the Strategic Petroleum 
Reserve in amounts not to exceed 300,000 
barrels per day for no more than 90 days in 
any calendar year. Such distribution shall be 
made on a pro rata basis by rule promul­
gated in accordance with the standards and 
in ·the manner provided in Section 305 of 
this Act. 

('b) Section 3 of the Energy Policy and 
Conservation Act is a.mended by adding at 
the end of such section the following-

" ( 11) The term 'severe petroleum supply 
interruption' means a national petroleum 
product supply shortage which (1) is, or is 
likely to be, of significant scope and dura-
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tion, (2) may cause major adverse impact on 
nationail security or the national economy, 
and (3) results, or ls likely to result, from an 
interruption in the petroleum product sup­
plies of the Unl.Jted States, including supplies 
of imported crude oil and refined petroleum 
products, or from sabotage or an act of God. 

" ( 12) The term 'substantial crude oil sup­
ply disruption' means a national crude oil 
disruption of lesser magnitude than a se­
vere petroleum supply atsruptlon, or a re­
gional crude oil disruption, arising from 
either llml·ted crude oil supplies or anomal­
ous crude oil price conditions, which anects 
'qualified refiners' in the manner specified in 
Section 30l(d) (1) of the Petroleum Disrup­
tion Management Act of 1981." 

(c) Section 151 of the Energy Polley and 
Conservation Act is amended to read as 
follows-

"(a) The Congress finds that the storage 
of substantial quantities of petroleum prod­
ucts will diminish the vulnerabllity of the 
United States to the effects of an energy 
supply interruption, and provide an impor­
tant means for dealing in a timely and effec­
tive manner with the f!hort-term and long­
term consequences Of interruption in sup­
plies of pertoleum products." 

(d) Section 154(b) of the Energy Policy 
and Conservation Act ls amended by-

( 1) deleting "not later than December 15, 
1976", and substituting "within 120 days of 
the date of enactment of the Petroleum 
Disruption Management Act of 1981" in lieu 
thereof; and 

(2) deleting "551" and substituting "552" 
in lieu thereof. 

(e) Section 159 of the Energy Policy and 
Conservation Act ls amended by-

(1) amending subsections (a) and (b) to 
read as follows: 

"SEc. 159. (a) The Strategic Petroleum Re­
serve Plan shall not become effective and 
may not be implemented unless-

" ( l) the Secretary has transmitted such 
Plan to the Congress, in conjunction with the 
development by the President of petroleum 
disruption management programs as required 
in the Petroleum Disruption Management 
Act of 1981; 

"(2) such Plan has been approved by a 
resolution by each House of Congress in 
accordance with the procedures specified in 
section 552 except that the "60 days" in 
section 552(b) (1) shall be changed to 30 
days; and 

"(3) activation of the Plan has been ap­
proved by the Congress in accordance with 
the requirements of section 103 of the Petro­
leum Disruption Management Act of 1981. 

"(b) In developing the Strategic Petroleum 
Reserve Plan required by the Petroleum Dis­
ruption Management Act of 1981, the Distri­
bution Plan and allocation regulations must 
be revised so as to reflect such Act's require­
ments pertaining to distribution from the 
Strategic Petroleum Reserve." 

(2) amending subsection (e) (2) to read 
as follows-

"(2) such proposal or amendment has been 
approved by a resolution by each House of 
Congress in accordance with the procedures 
specified in section 552." 

(f) Section 16l(d) of the Energy Polley 
and Conservation Act ts amended to read as 
follows-

"(d) Neither the Distribution Plan con­
tained in the Strategic Petroleum Re.c:;erve 
Plan nor the Distribution Pbn contained in 
the Early Storage Reserve Plan may be im­
plemented, and no drawdown and distribu­
tion of the Reserve or the Early Storage Re­
serve may be made, unless (1) the President 
determines that a (i) substantial crude oil 
supply disruntion, (ii) severe petroleum sup­
ply interruption, or (111) severe energy sup­
ply interruption exists er is immlnent or 
that such implementation ls necessary to 
comply with obligations of the United States 
under the international energy program, and 

(2) a joint resolution authorizing such im­
plementation is passed in accordance with 
Section 103 of the Petroleum Disruption 
Management Act of 1981." 

(g) Section 16l(e) of the Energy Policy 
and Conservation Act is amended to read as 
follows-

" ( e) The Secretary shall, by rule, provide 
for the allocation of any petroleum product 
withdrawn from the Strategic Petroleum Re­
ser, e in amounts specified in (or deter­
mined in a manner prescribed by) and at 
prices specified in (or determined in a man­
ner prescribed by) such rule, which rule 
shall become part of the Strategic Petroleum 
Reserve Plan. The rule shall provide, during 
a subst!lntial crude oil disruption, for the 
allocation of crude oil withdrawn from the 
Strategic Petroleum Reserve in the same 
manner and upon the same basis as crude 
oil is provided pursuant to the program 
established under Section 305 of the Petro­
leum Distribution Management Act of 1981. 
In addit.ion, such price levels and allocation 
procedures shall be consistent with the at­
tainment, to the maximum extent practi­
cable, of the objectives specified in Section 
4 (b) ( 1) of the Emergency Petroleum Allo­
cation Act of 1973, as amended." 
AMENDMENT OF STRATEGIC PETROLEUM RESERVE 

PLAN 

SEC. 303. Within 120 days after the enact­
ment of this Act, the Secretary of Energy 
shall submit to Congress an amendment to 
the Distribution Plan contained in the Stra­
tegic Petroleum Reserve Plan implementing 
the amendment to Section 16l(d) of the 
Energy Polley and Conservation Act set forth 
in Section 302(f) of this Act, and the ele­
ments of the Strategic Petroleum Reserve 
Plan allocation regulations set forth in Sec­
tion 302(g) of this Act. 

TE:M:PORARY RESERVE STORAGE 
SEc. 304. Within 180 days of the enactment 

of this Act, the Secretary shall submit to 
Congress a report evaluating the expansion 
of the physical capacity of the Reserve 
through the use of temporary storage fa­
clllties. 
PART B-PRIVATE DEDICATED RESERVE PROGRAM 
ESTABLISHMENT OF PRIVATE DEDICATED RESERVE 

PROGRAM 
SEc. 305. (a) Within the time period speci­

fied in Section 101 (a) , the President shall 
promulgate a rule establishing a Private 
Dedicated Reserve Progr::i.m in accordance 
with the provisions of subsection (b). This 
rule shall be approved in the manner spec­
ified in Section 102, but ,c::hall not be acti­
vated except in accordance with the findings 
and procedures specified in Section 103 of 
this Act. 

(b) The rule est.ablisMng the Private Ded­
icated Reserve (PDR) Program shall-

( 1) Provide for the equitable distribution 
of crude oil at competitive prices among all 
regions and a.reas of the United States; 

(2) Require designated refiners to provide 
crude oil to any qualified refiner that is ex­
periencing or is about to experience a sub­
stantial crude oil supply disruption; 

(3) Distribute crude oil to such qualified 
refiners which ls of suitable quality for their 
refineries in amounts which will permit such 
refiners to operate at 95 percent of the na­
tional utilization rate for the United States 
during the relevant period; 

(4) Provide that the obll~ation of each des­
ignated refinet" to sell crude oil to qualified 
refiners sh!l.ll be a given percentage of each 
designated refiner's average crude oil runs to 
distillation units during the previous 12 
montl"s and that the total obligation for all 
designated refiners shall be determined by 
tl"e total distribution of crude oil to quali­
fied refinet"s under this Section; 

(5) Provide that the price paid by a quali­
fied refiner will not exceed the weight-aver­
aged price during the previous 60-day period 

for crude oil produced in, and im(ported into, 
the United States, including appropriate ad­
justments for transportation, gravity, sulfur 
content, and handling; 

(6) Provide a mechanism to assure that 
designated refiners are reimbursed for the 
crude oil so provided; 

(7) Provide for timely action on applica­
tions submitted pursuant to this Section; 
and 

(8) Provide for adjustments to the regula­
tion promulgated under this section in ac­
cordance with the standards established in 
Section 504(a) of the Department of Energy 
Organization Act. 

(c) This rule shall be promulgated after 
consultation with the Energy Advisory Com­
mittee. 
PART C-EVALUATION OF NEAR-TERM USE OP' 

STRATEGIC PETROLEUM RESERVE TO MANAGE 
CRUDE OIL DISRUPTIONS 

REPORT ON NEAR-TERM USE OF STRATEGIC 
PETROLEUM RESERVE 

SEC. 306. Within 120 days after the enact­
ment of this Act, the Secretary of Energy 
shall submit to Congress a report determin­
ing the minimum volumes of reserves to be 
maintained in the Strategic Petroleum Re­
serve as necessary for national defense needs 
and analyzing the near-term calPability and 
advisab111ty of distributing crude oil from the 
Strategic Petroleum Reserve (other than as 
i,3 authorized in secMon 302(a)) in lie.u of 
activating the Private Dedicated Reserve 
Program. 

TITLE IV-NATIONAL CRUDE OIL 
SHAR!NG PROGRAM 

NATIONAL CRUDE OIL SHARING PROGRAM 
SEC. 401. (a) Within the time period speci­

fied in Section 101 (a), the President shall 
promulgate a ru!e establishing a National 
Crude Oil Sharing Program in accordance 
with the provisions of subsection (b). The 
rule shall be approved in the manner speci­
fied in Section 102, but shall not be activated 
except in accordance with the findings and 
procedures specified in Section 103 of this 
Act. 

(b) The rule establishing the National 
Crude Oil Sharing Program shall-

( l) Provide for the equitable sharing of 
crude oil at competitive prices among all re­
gions and areas of the United States during a 
severe petroleum supply interruption or in 
order to comply with the obligations of the 
United States under the international energy 
program; 

(2) Reqi.iire refiners to offer for sale any 
crude oil supplies that would permit their re­
fineries to operate in excess of the national 
utmzation rate; 

(3) Assure that refiners are able to pur­
chase sufficient crude oil to permit operation 
of their refineries at the national utmzation 
rate; 

(4) Provide that the price paid by a re­
finer will not exceed the weight-averaged 
price during the previous 60-day period for 
crude oil purchased in, and imported into, 
the United States, including appropriate ad­
justments for transportation, gravity, sulfur 
contenrt, and handling; 

( 5) Provide, based upon standards de. 
veloped in consultation with the Energy Ad· 
visory Committee, for the issuance of direc·· 
tives, which may be issued whenever, a re­
fined petroleum product is or will be in short 
supply during a severe petroleum supply dis· 
ruption, requiring a refiner or refiners to ad­
juSlt their percentage yield of that product 
in order to increase the relative output of 
that product in short supply; 

(6) Provide, based upon standards de­
veloped in consultation with the Energy Ad­
visory Committee, for the ad fustment of 
the quantities of crude oil allocated among 
refiners pursuant to this rule in a manner 
designed to ensure desired production levels 
of refined petroleum products in short f.Up-
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ply during a. severe energy supply interrup­
tion; a.nd 

(7) Provide for adjustments to the regu­
lation promulgated under this Section in 
accordance with the standards of Section 
504(a)" of the Department of Energy Orga­
nization Act. 

TITLE V-PETROLEUM PRODUCT 
PROGRAMS 

PETROLEUM PRODUCT DISRUPTION MANAGEMENT 
PROGRAMS 

SEc. 501. (a.) Within the time period speci­
fied in Seotion 101 (a.), the President sha.11 
promulgate a standby regulation which when 
implemented wm provide for the manda­
tory allocation of refined petroleum prod­
ucts produced in or imported into the United 
States in amounts specified in (or deter­
mined in a · manner prescribed by) and at 
cr1ll1ng prices sp<:'cifi·:-d in (<OT de~.el"Illined in 
a. manner prescribed by) such regulation. 
This regulation shall become effective in the 

. manner prescribed in Section 102, but shall 
not be activated except in accordance with 
the findings and procedures specified in Sec­
tion 103 of this Act. 

(b) (1) The standby regulation under sub­
section (a), to the maximum extent prac­
ticable, shall provide for-

( A) protection of public health (includ­
ing the production of pharmaceuticals) , 
safety and welfare (including maintenance 
of residential heating, such as individual 
homes, apartments and similar occupied 
dwelllng units), and the national defense; 

(B) maintenance of all public services (in­
cluding fa.c111t1es and services provided by 
municipality, cooperatively, or Investor 
owned utiliities or by any State or local gov­
ernment or authoTity, and including trans­
portation fa.c111ties and services which serve 
the public at large); 

(C) maintenance of agricultural opera­
tions, including farming, ranching, dairy, 
and fishing activities, and service directly 
related !thereto; 

(D) preservation of an economically sound 
and competitive petroleum industry, in­
cluding the priority needs to foster com­
petition in the producing, refining, distri~ 
button, marketing. and petrochemical sec­
tors of such industry, and to preserve the 
competitive viab111ty of independent refiners 
and marketers; 

(E) equitable distribuJtion of refined pe­
troleum products at equitable prices among 
all regions and areas of the United States 
a.nd sectors of the petroleum industry, in­
cluding independent refiners and marketers, 
and among all users; 

(F) allocrution of refined petroleum prod­
ucts in such amounts a.nd in such manner 
as may be necessary for the maintenance of, 
exploration for, and production or extrac­
tion of-

( i) fuels, and 
(11) minerals essential to the requirements 

of the United States, and for required trans­
portation related thereto; 

( G) economic emciency; and 
(H) m1.nimiza.tion of economic distortion, 

1nfiexib111ty, and unnecessary interference 
with market mechanisms. 

(2) In specifyi·n~ '):·1~es (o!' n!'0"-~':'ib''1.o; 
the manner for determining them), the 
standby regulation under subsection (a) 
shall provide for a dollar-for-dollar pass­
through of net increases in the cost of crude 
oil and refined petroleum products at all 
levels of distribution from the producer to 
tho retail level. 

(c) The standby regulation under sub­
section (a) shall also provide for the estab­
llshmen t of a state set-aside program for 
refined petroleum products to be activated 
on a state-by-state basis upon appllcation 
of the Governor of the State in which the 
program is to be implemented. 

AMENDMENT OF 203 Cf) OF THE ENERGY POLICY 
AND CONSERVATION ACT 

SEc. 502. Section 203 (f) of the Energy 
Policy and Conservation Act is hereby 
amended to read as follows-

" ( ! ) Not\\-ithstanding seJtion F31 , all au­
thority to carry out any rationing con­
tingency plan shall expire on the same date 
as authority to issue and enforce rules and 
orders of the Petroleum Disruption Man­
agement Act of 1981." 
TITLE VI-ESTABLISHMENT OF ADVIS­

ORY, DATA COLI.·ECTION AND COORDI­
NATION FUNCTIONS 

ESTABLISHMENT OF ENERGY EMERGENCY 

COUNCn. 

SEc. 601. (a) Within 60 days of the enact­
ment of this Act, the President shall estab­
lish an Energy Emergency Council for the 
purpose of advising the President on matters 
relevant to the implementation of the vari­
ous "Jrovi ~ions cf t his .r ~ ·-. :. nd · 11~ 3.~ti ·:>i;ion 
and management of the programs estab­
lished by this Act. The Energy Emergency 
Council sha.11 be composed of the following, 
and such other members of the Executive 
Branch as the President may, from rtime to 
time, designate: 

(1) the Secretary of Energy, who shall be 
the Chairman; 

(2) the Secretary of State; 
(3) tho Secretary of Defense; 
( 4) the Secretary of Agriculture; 
( 5) the Secretary of Commerce; 
( 6) the Secretary of Transportation; 
(7) the Secretary of the Interior; and 
(8) tho Secretary of Labor. 
(b) The duties and responsib111ties of the 

Energy Emergency Council shall be-
( 1) to advLse the President on matters 

concerning the development, activation and 
management of the petroleum disruption 
management programs established by this 
Act; and 

(2) to consult with the Energy Advisory 
Committee regarding the develcpment of spe­
cific mechanisms to deal with pe':roleum dis­
ruptions and appropriate management pro­
grams to deal with the effects of a particular 
disruption. 

ESTABLISHMENT OF ENERGY ADVISORY 
COMMITTEE 

SEc. 602. (a) Within 60 days of the enact­
ment of thLs Act, the Pre>ident shall estab­
l!sh an Energy Advisory Committee for the 
purpose of advising the President and the 
Energy Emergency Council on matters relev­
ant to the implementation of the various 
provisions of this Act and the activation and 
management of the programs established by 
this Act. The Energy Advisory Committee 
sha11 be a group rea.sonably representative 
of the functions and points of view of the 
various segments of the petroleum industry, 
as well as consumers and other users of 
refined petroleum products, and shall have 
no fewer than ten nor more than thirty 
members. 

(b) The duties and responsibiWies of the 
Energy Advisory Committee shall be-

( 1) to advise the President and the Energy 
Emergency Council on matters concerning 
the development, activation and manage­
ment of the petroleum disruption manage­
m~nt pro~rams established by this Act. in­
cludin15 the responsib111ties of the Commit­
tee otherwise specified in the Act; and 

( 2) to provide recommendations regarding 
the development of specific mechanLsms to 
deal with petroleum disruptions and appro­
priate management programs to deal with 
the efl'ects or a. particular disruption. 

(c) All records, reports, transcripts, memo­
randa, and other documents prepared by or 
for the Energy Advisory Committee shall be 
ma.de available for public inspection and 

copying at a single location determined by 
the Energy Advisory Committee. 

(d) The Ene11gy Advisory Committee estab­
lished pursuant to this section shall be gov­
erned in full by the provisions of ·the Federal 
Advisory Committee Aot, as amended (Pub. 
L. 92-463, Oct. 6, 19'72), except the require­
ments contained therein that a.re incon­
sistent w1th this section. 
INFORMATION COLLECTION AND MONITORING 

SEC. 603. (a) Within 90 days of the enact­
ment of rthis Act, the Energy Emergency 
Council, after consultaition with rthe Energy 
A:d'Visory Ccmmi titee and such persons from 
the Department of Energy as the Chairman 
of the Energy Oouncil may designate, shall 
e valuate the current energy information col­
lection and mon!Jtoring systems wi•thin the 
federal government in order to ascertain the.tr 
elfectiveness in assuring that the programs 
establi.shed by this Act may be implemented 
in a timely and effective manner and report 
their findir-gs to the Secretary of Energy . 
Jn eva.luating these systems, the Council 
shall give particular attention to the a;de­
quacy of such information to determine 
trends in national and internwtional crude 
oil markets, to measure differerutiails between 
spot and contract prices, and to project when 
sulb.5itantial crude oil supply disruptions are 
about to occur, as well as their soope, mag­
nltude and likely duration. 

(b) Within 120 days of 1the enactment of 
this Act, the Secretary of Energy, based on 
the conclus!ons reached by the Energy Emer­
gency Council under subsection (a), shall 
infrorm the Administrator of 'the Energy 
Information A'Ciministration-( 1) whether 
the energy information now •being collected 
and monitored is sumcierut for purposes of 
the development and imp·lementation of pe­
troleum disruption management programs; 
and (2) whether changes in the current en­
ergy information coUecrtion and monitoring 
sy.stems ma.int!ained by the federal govern­
ment need to be made. 

( c) If the Energy Emergency Council finds, 
under suibsection (a), that addrttional or dif­
ferent information than that currently being 
collected and monitored should be collecrted 
and monito!"ed, the Secretary of Energy shall 
direct the Administmtor of the Energy 
Information Administration to make the 
necessary c·.hanges in the reporting or other 
information gathering requirements to as­
sure that the information necessary for ·the 
development and implemenrtation of petro­
leum disruption m.:i.naigement programs pro­
vided for in this Act is readily avaiUrable for 
tho..;e purposes. 

(d) In the event that it is determined that 
additional authority is required to collect the 
information necessary to assure the timely 
and effective development and implementa­
tion of the programs specified in this Act, 
the Secretary shall submit a report to the 
Congress s.:iecifying authority required with­
in 120 days of enactment of this Act. 

(e) Information collected by the Energy 
Information Administration shall be cata­
loged and, upon request, any such informa­
tion shall be promptly made available to 
the public in a form and manner easily 
adaptable for public use, ex::ept that this 
subsection shall not require disclosure of 
matters exem~ted from mandatory disclo­
sure by section 552(b) of title 5, United 
States Code. The orov!sions of section 11 ( d) 
of the Energy Sunply and Environmental 
Coordination Act of 1974, and section 17 of 
the Federal Nonnuclear Ener~y Research 
and Development Act of 1974, shall continue 
to apply to any information obtained by the 
Administrator under such provisions. 
COORDINATION O'F' SEQUENTIAL MANAGEMENT AU-

THORITIES WITH OTHER ENERGY EMERGENCY 
AUTHORITIES 

S~c. 604. (a) Wrtthin 90 d1aY'S after tlle ~n­
aiotment of th1s Aot, the Secremry of Energy 
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shall submit to Congress a report examining 
the standards for activation o! the programs 
established in the various existing energy 
emergency authorities, and any necessary 
changes to those authorities to conform 
those activation levels to the levels estab­
lished in this Act. 

(b) In preparing the report required by 
subsection (a) , the Secretary of Energy shall 
consult with the Energy Emergency Council 
and the Energy Advisory Committee. 
TITLE VII-MISCELLANEOUS PROVISIONS 

ADMINISTRATION AND ENFORCEMENT 
SEC. 701. (a) Except as provided in sub­

section (b), (1) sections 205 through 207 and 
sections 209 through 211 of the Economic 
Stab111zation Act of 1970 shall apply to the 
regulations promulgated under this Act, to 
any other order this Act, and to any a-0tion 
taken by the President under this Act, as if 
such regulation had ·been p:romulgated, such 
order had been issued, or such action had 
been taken under the Economic Stab111za­
tion Act of 1970, and (2) section 212 (other 
than 212(b) ) and 213 of such Act shall apply 
to functions under this Act to the same 
extent such sections would a".lply to func­
tions under the Economic Stab111zation Act 
of 1970. 

(b) The exuiration of authority to issue 
and enforce orders and reo:ulations under 
section 218 of such Act shall not affect any 
authority to amend and enforce the re1'.Ula­
tion or to issue and enforce any order under 
this Act, and shall not affect any authority 
under sections 212 and 213 insofar as such 
authority ls made applicable to functions 
under this Act. 

(c) (1) (A) Whoever violates any provision 
of the regulations promulgated or any or­
der issued under this Act, shall be sub'ect 
to a civil penalty of not more than $20,000 
for each violation. 

(B) Whoever willfully violates any provi­
sion of such regulation or such order shall 
be fined not more than $40,000 for each 
violation. 

(2) Any individual director, officer or 
agent of a corporation or other business who 
knowingly and w1llfully authorizes, orders, 
or performs any of the acts or nractices con­
stituting in whole or part a violation of sub­
section ( c) ( 1) shall be subject to penalties 
under this section without re"'ard to any 
penalties to which that cor,...oratlon or busi­
ness enternrlse may be subject under su­
sectlon (c) (1). 

AMENDMENT OF DEPARTMENT OF ENERGY 
ORGANIZA'rION ACT 

SEc. 702. Section 504(a) of the Department 
of Energy Organization Act is amended by 
inserting "Petroleum Dlsruntlon Manage­
ment Act of 1981" after "Federal Energy 
Administration Act". 
EXTENSION OF CERTAIN ENERGY POLICY AND 

CONSERVATION ACT AUTHORITIES 
SEC. 703. (a) Section 252 (1) of the Energy 

Polley and Conservation Act is amended by 
striking "September 30, 1981" and inserting 
in its place "October 1, 1989". 

(b) Section 531 of the Enero:y Polley and 
Conservation Act is amended by striking the 
date "June 30, 1985" in each place that it 
appears in that section and inserting in 
each such place "October 1, 1989". 

EFFECT ON OTHER LAW 

SEC. 704. (a) The regulations nromulgated 
under this Act and any order issued there­
under shall preemot any prd.vlsions of any 
program for the allocation and pricing of 
crude oil or any refined petroleum product 
established by any State or local govern­
ment if such provision is inconsistent with 
such regulation or any such order. 

(b) There shall be available as a defense 
to any action brought for breach of con­
tract in any Federal or State court arising 
out of delay or failure to provide, sell, or 

oil·er for sale or exchange crude oil or a.ny 
refined petroleum product, that such delay 
or failure was caused solely by compliance 
with the provisions of this Act or with the 
regulations or any order under this Act. 

EXPIRATION 
SEc. 705. The provisions of this Act shall 

cease to have effect on October 1, 1989, but 
such e:.{piration shall not affect any action 
or pending proceeding, administrative or 
civil, not finally determined on such date, nor 
any administrative or civil action or pro­
ceeding, whether or not pending, based on 
any act committed or liab111ty incurred prior 
to such expiration date. 

SECTION-BY-SECTION ANALYSIS-PETROLEUM 
DISRUPTION MANAGEMENT ACT OF 1981 

Sec. 1. Short Title and Table of Contents. 
Sec. 2. Statement of Findings and Pur­

poses. 
Sec. 3. Definitions.-
"Interna.tlonal energy program" mea.ns the 

agreement between 21 oil consuming natilons 
to rihare supplies during a shortfwll exceeding 
7 percent. 

"Nation.a.I utillzation rate" means the ratio 
of total crude oil available through domestic 
produdlilon or imports to U.S. refiners to tot:al 
refining capacity of U.S. refiners. This defi­
nition would allow the Secretary to ex­
clude extr·aordlnary pre-disruption invento­
ries so as to encourage the buildup of private 
reserves. 

"Petroleum disruption mana.gemerut pro­
gram" means any one or coniblnation of 
four standby regulaitlons designed to reduce 
the impact of crude oil supply disruptions 
including the strategic Petroleum Reserve, 
Prlva.te Dedicated Reserves, Naitiona.I Orude 
011 Sha.ring, Petroleum Product Disruption 
Management. 

"Refiner." 
"Refined petroleum product." 
''Secretary." 
"severe petroleum supply dlsru.pttlon" 

means any crude oil or petroleum shortage 
of significant scope and duration that would 
have a. major adverse impact on the economy, 
public heaiLth and safety OT the national de­
fense . During "severe petroleum supply 
interruptions" the President could seek Con­
gressional acblvation of any or all four dis­
ruption management programs. 

"Substantial crude oil supply disruption" 
means a shortfall with lesser lm'Oaet than a. 
severe interruption or a shortfali with only 
regional lmplioa.tions in either case to be 
managed without resort to a major national 
crude oil sharing or petroleum product 
allocation. 

"United States." 
TITLE I. SEQUENTIAL MANAGEMENT AUTHORITY 

AND ACTIVATION 
The blll outlines various disruption man­

agement techniques from a study of tax 
credits for storage to product allocations that 
would be used sequentially in response to 
supply shortages of various magnitudes. 
This tit1e authorizes a series of steps to put 
these programs in place on a standby basis 
and to activate them at the time of disrup­
tion. The steps, Presidential promulgation 
of programs, Congressional approval on a 
standby basis, actiV'ation by jolrut resolution 
and sunset, are similar for each program. 

Sec. 101. Program Development and Imple­
mentation.-

(a) Requires the President within 120 day.s 
of enactment to propose four standby pro­
grams for the Strategic Petroleum Res•!rve 
Distribution Plan, a Private Dedicated Re­
serve Program, a National Crude Oil Sharing 
Program and a Petroleum Product Disrup­
tion Management Program. 

( b) Requires Congressional approval of the 
proposed programs before they are ·3.ffectlve 
in a standby status. Provides for procedures 
to amend programs already approved for 
standby status. 

Sec. 102. Approval of Standby Petroleum 
Dlsrup.tlon Programs.-

( a) Requires that the Strategic Petrole·um 
Reserve Plan be approved according to tho 
provisions of EPCA (Sec. 552) . EPCA re­
quires that the plan be approved by an af­
firmative resolution passing both Houses 
within 30 days of transmittal. EPCA provides 
for discharge of the Committee after 20 days, 
expedited fioor procedures and a limit on 
the debate of 10 hours on the resolutl()n. 

(b) Provides that proposed programs for 
the Private Dedicated Reserve Program, the 
National Crude Oil Sharing Program and the 
Petroleum Product Disruption Management 
Program are only effective in standby status 
if approved by both Houses through resolu­
tion within 30 days of transmittal. 

Specifies language for resolutions approv­
ing standby regulations. 

Provides that such resolutions be con­
sidered in the same manner as energy con­
servation contingency plans under EPCA. 
These provisions include motion for dis­
charge after 20 days of Committee consldP.r­
aUon and expedited floor procedures lim­
iting debate on the resolution to 10 hours. 

Requires that if a standby program ls not 
approved, the President shall submit a new 
plan within 15 days which shall be approved 
or disapproved according to the same pro­
cedures. 

Sec. 103. Activation of Disruption Man­
agement Programs.-

(a) Provides for the activetlon of standby 
petroleum disruption management programs. 

Requires a separate joint resolution of ap­
proval . by Congress to activate each program. 

Requires the President to transmit evi· 
dence of substantial or severe disruption to 
Congress or a report indicating that the 
International Energy Program has been ac­
tivated. Sunsets each activated program 120 
days after activation. 

Authorizes Strategic Petroleum Reserve 
Distribution during substantial or severe 
disruption or when obligations of interna­
tional energy program so require. 

Authorizes Private Dedicated Reserve Pro­
gram during substantial disruption. 

Authorizes a N81tlonal Crude 011 Sharing 
Program only during a severe interruption 
or in conjunction with International Energy 
Program. 

Authorizes a Petroleum Product Disrup­
tion Management Program only during a 
severe interruption or in conjunction with 
IEP. 

(b) Stipulates that standby programs are 
not activated unless joint resolution of ap­
proval passes the Congress Within 6 days 
after transml ttal. 

(c) Provides that the President can call 
Congress into session to consider a joint res­
olution to activate a stand·by disruption 
management program. 

(d) Recognizes these provisions as an ex­
ercise of the rulemaklng powers of each 
House. 

Specifies the language of the activation 
resolutions. 

Provides for referral of activating resolu­
tions to the Committee on Energy and Nat· 
ural Resources in the Senate and to the Com­
mittee on Energy and Commerce in the 
House. 

Provides for discharge of activating reso• 
lutlons after 2 days of Committee consid· 
.eration. 

Provides for expedited floor procedures in 
consideration of an activating resolution. 
Limits debate to 10 hours on the resolution. 

(e) Allows activating resolutions to be 
initiated in the Congress upon sponsorship of 
a joint resolution of approval by 8 Senators 
or 25 Congressmen. 

(f) Provides that a petroleum dlsru!)tion 
management program once activated -0an only 
be extended beyond 120 days by reauthoriza­
tion through a joint resolution of approval 
a.ocording to. the proceclua-es described above. 
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TITLE n.-PRIVATE CRUDE on. AND PETROLEUM 
PRODUCT STORAGE INCENTIVES 

sec. 201. 011 Storage Tax Incentives Re­
port.-

Requires the President to submit a report 
to the Congress on the use of tax incentives 
to encourage private stockp111ng of crude oil 
and petroleum products during periods of 
glut and the use of tax incentives to encour­
age drawdowns of private stocks during dis­
ruption. 

Although this legislation does not author­
ize any such tax incentives, the legislation 
envisions the use of private stocks to manage 
the first stages of all dlsru ?tions and tax 
incentives to be the only form of govern­
ment intervention in small disruptions. The 
storage tax credit would be interrupted and 
the drawdown tax credit a:::tivated according 
to the provisions of Title I above . 
TITLE III .-STRATEGIC PETROLEUM RESERVE AND 

PRIVATE DEDICATED RESERVE DISTRIBUTION 

I! reliance on the market and the draw­
down of private stocks ls not sufficient to 
prevent significant adverse impact from a 
crude oil or petroleum disruption, it ls in­
tended that the Strategic Petroleum Reserve 
be used as the primary government response 
to mitigate adverse impacts on the economy 
and to protect public health and safety. A 
Strategic Reserve containing 750 m1llion bar­
rels would allow the U.S. to meet a 20 % 
shortfall for approximately 180 days with a 
sufficlen t cushion ( 100- 200 m1111on barrels) 
to satisfy defense needs. . 

However, it wm be several years before the 
Strategic Petroleum Reserve reaches the 750 
million barrel level. To manage substantial­
but not severe-disruutions in the interim, ' 
the b111 authorizes a limited crude oil alloca­
tion program to be used only after private 
stocks have been drawn down and the SPR is 
at a minimum security level (as specified b:v 
the Secretary) . 

Sec. 301. Definitions.-
"Crude oil runs to distillation units." 
"Designated refiner" means a refiner who 

has sufficient crude oil available to operate 
above the national ut111zation rate (average) 
who ls not a small or independent refiner. 

"Independent refiner" means a refiner who 
produces less than 30 percent of the crude 
oil input to the refinery. 

"Small refiner" means a refiner who con­
trols refinery capacity less th.an 175,000 bar­
rels per day. 

"Qualified refiner" means a refiner who is 
eligible as a purchaser under the Strategic 
Petroleum Distribution Plan or the Private 
Dedicated Reserve Plan. The Secretary of 
Energy determines elig1b1lity. The refiner 
must be a small .and independent refiner. 
The refiner must show an insufficiency of 
crude oil availability that prohibits opera­
tion at or above 95 percent of the national 
utmzatlon rate. The Secretary may by rule 
require that qualified refiners meet certain 
specifications such as efficiency, capacity to 
process heavy and sour crude oil and pre­
disruption inventory levels. The secretary 
may allow exceptions to the above qualifica­
tions where a refiner who would not other­
wise be a qualified refiner shows that such 
designa tlon would be necessary to protect 
public health and safety. 

Sec. 302. Distribution from the Strategic 
Petroleum Reserve.-

( a) Authorizes the President to distribute 
up to 300,000 barrels per day for a period to 
exceed 90 days in a year from SPR without 
Congressional authorization to mitigate the 
impact. of disruptions that have only re­
gional impacts and do not require activation 
of any other disruption management pro­
grams. 

(b) Amends the Energy Policy and Con­
servation Act to define "severe petroleum 
supply interruption" and "substantial crude 
oil supply disruption." 

(c) Amends the Energy Policy and Con­
servation Act and declares it to be govern­
ment policy to use the Strategic Petroleum 
Reserve to mitigate impacts resulting from 
supply disruptions. 

(a) Amends the Energy Policy and Con­
servation Act to require that a new Strategic 
Petroleum Reserve Plan be submitted to the 
Congress within 120 days of the enactment of 
this Act and provides that the plan shall be 
considered by the Congress according to the 
provisions of section 552 (30 day two House 
approval) rather than section 551 (15 day 
one House veto) . 

( e) Amends EPCA to provide that a Stra­
tegic Petroleum Reserve Plan can only be­
come effective if transmitted according to the 
provisions of this Act if approved according 
to the provisions of section 552 of EPCA and 
1f activated according to Title I of this Act. 

Amends EPCA to provide that amendments 
to the Strategic Petroleum Reserve Plan be 
considered according to section 552 ( 30 day 
two House approval) rather than section 551 
(15 day one House veto). 

(f) Amends EPCA to prescribe the condi­
tions under which crude oil can be distrib­
uted from the Strategic Petroleum Reserve. 

(g) Describes and defines the rule which 
the Secretary shall promulgate to provide for 
distribution of oil from the Strategic Petro­
leum Reserve. The rule will provide for allo­
cating crude oil to qualified refiners at a 
price not to exceed the weight-averaged price 
of all crude oil sold in the U.S. over the pre­
vious 60 days. 

Sec. 303. Amendment of the Strategio 
Petroleum Reserve Plan.-

Requires the Secretary to submit an 
amendment to the Strategic Petroleum Re­
serve Plan (not the same as the Distribution 
Plan) within 120 days of enactment to pro­
vide for integration of the provisions of this 
Act and the Energy Policy and Conservation 
Act. 

Sec. 304. Temporary Reserve Storages­
Requlres the Secretary of Energy to submit 

a report on the use of temporary storage 
(such as empty tankers and tankage) to 
rapidly increase the level of the SPR. 

Sec. 305. Establishment of Private Dedi­
cated Reserve Program-

( a) Requires the President to promulgate 
regulations for a limited crude oil allocation 
program which can only be activated by ap­
proval of a joint resolution in the Congress 
after a finding by the President that a sub­
stantial disruption exists. 

{b) Describes and defines the rule for the 
Private Dedicated Reserve Program. 

Requires designated refiners to provide 
crude oil which ls available in excess of 
that needed to operate at the national ut111-
zat1on rate. Each and all designated refiners 
shall be required to make available an equal 
percentage of their base period runs such 
that the needs of qualified refiners for oper­
ation at 95 % of the national utilization rate 
are met. 

Provides that qualified refiners can pur­
chase crude oil sufficient to operate at 95 % 
of the national ut111zation rate at the 
weight-averaged price of all crude oil sold 
in the U.S. over the previous 60 days. 

The definition of designated refiners pro­
vides that e"<traordlnary inventories acquired 
and maintained by designated refiners in 
anticipation of a disruption shall not be 
available for re-allocation under this pro­
gram. 

(c) Requires the Secretary to consult with 
the Energy Advisory Committee in designing 
the Private Dedicated Reserve Program. 

Sec. 306. Report on Use of Strategic Petro­
leum Reserve.-

Requires the Secretary of Energy to sub­
ml t a report within 180 days specifying the 
minimum level of the SPR which should be 
reserved for national defense purposes. This 
amount (100 to 200 mlllion barrels) would 

not be available for distribution during a 
supply disruption. 

TITLE IV.-NATIONAL CRUDE OIL SHARING 

Sec. 401. National Crude Oil Sharing Pro­
gram.-

(a) Requires the President to promulgate 
regulations for a crude oil sharing program 
to be approved according to Title I of this 
Act and only activated by approval of a joint 
resolution in the Congress after a finding 
by the President that a severe disruption 
exists or is imminent or the international 
energy program has been activated. 

(b) Describes and defines the rule for the 
National Crude Oil Sharing Program. Re­
quires refiners to make available for sale 
all supplies that are in excess of that neces­
sary to operate at the national utilization 
rate. Assures that refiners without crude oil 
sufficient to operate at the national utiliza­
tion rate can purchase excess supplies from 
other refiners at a price not to exceed the 
weight-averaged price for all crude oil sold 
in the U.S. over the previous 60 days. Pro­
vides the President with authority to deter­
mine product yields of specific refineries 
during a severe interruption. Provides the 
President with authority to set ut111zation 
rates for specific refineries during a severe 
interruption. 

TITLE V .-PETROLEUM PRODUCT PROGRAMS 

Sec. 501. Petroleum Production Disrup­
tion Management Programs.-

{ a) Requires the President to promulgate 
regulations for a petroleum product manage­
men t program according to Title I which 
can only be activated by approval of a joint 
resolution in Congress. 

(b) Describes and defines the criteria for 
establishing allocation priorities under the 
regulations. These criteria include protection 
of public health, maintenance of pubUc serv­
ices, maintenance of agricultural operations, 
preservation of a competitive petroleum in­
dustry, regional equity in pricing and sup­
ply and economic efficiency. 

Provides authority to manage petroleum 
produeit prices by limiting margins from re­
finer through dlst·rlbutor, but provides dollar­
for-dollar pass through of any net cost in­
creases. 

(c) Authorizes ·a state set-aside program 
that can be activated on a state-by-state 
basis by the President upon request of 'the 
Governor. 

Sec. 502. Gasoline Rationing.-
Amends EPOA to extend the time period 

during which ·the President may propose or 
cairry out a contingency rationing prograiffi. 
TITLE VI.-ESTABLISHMENT OF ADVISORY, DATA 

COLLECTION AND COORDINATION FUNCTIONS 

Sec. 601. Establishment of Energy Emer­
gency Council.-

( a) Authorizes the creation of a cablnet­
level advisory group including the Secre­
taries of Energy, State, Defense, Agriculture, 
Commerce, Transportation, Interior and 
Labor. 

(b) Authorizes the Councll to advise the 
President on management of petroleum dis­
ruptions and to consU'lt wi'th the Energy 
Advisory Committee. 

Sec. 602. Establishment of Energy Advisory 
Committee.-
( a) Authorizes the creation Of e. 10 to 30 
member group representing the petroleum 
industry and petroleum consumers. 

(b) Authorizes the Committee to advise 
the President and the Council on manage­
ment of petroleum disruptions. 

(c) Requires that all records of the Com­
mittee be available to the public. 

( d) Applies the provisions Of the Federal 
Advisory Committee Act to the activities of 
the Committee. 

Sec. 603. Information Collection and Mon­
itoring.-

( a) Requires a review of existing energy 
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information collection and monitoring sys­
tems to determine whether current sources 
are sufficient to support the disruption man­
agement programs authorized by the Act. 

(b) Requires the Secretary to inform the 
Administrator of the Energy Information 
Administration on the adequacy of the cur­
rent systems and the need for changes to 
support the disruption management pro­
grams. 

(c) Authorizes the Secretary to collect and 
maintain adequate information to support 
the programs authorized by this Act. 

( d) Provides a method for the Secretary to 
seek additional authority to collect and 
maintain information. 

(e) Provides that information collected in 
support of the disruption management pro­
grams shall be available to the public with 
the exception of proprietary information. 

Sec. 604. Coordination with Other Energy 
Emergency Authorities.-

Requires the Secretary to prepare and 
transmit to Congress a report on the integra­
tion of existing energy emergency author­
ities with the oetroleum cHsruntion manage­
ment programs authorized by this Act. 

TITLE VII.-MISCELLANEOUS PROVISIONS 

Sec. 701. Administration and Enforce­
ment.-

Extends existing administration and en­
forcement procedures to support disruption 

··management' programs. 
Provides for penalty upon violation of pro­

visions of this Act. 
Sec. 702. Amendment to Department of 

Energy Organization Act.-
Provides an exception procedure to rules 

and regulations promulgated under authority 
of this Act. 

Sec. 703. Extension of EPCA Authorities.­
Extends the antitrust exemption for pa.r­

ticipa.tion in IEP through October 1, 1989. 
Extends authorization for Titles I (Domes­

tic Supply and SPR) and Title II (Emergency 
Authorities and International Energy Pro­
gram) through October 1, 1989. 

'Sec. 704. Effect oil Other Law.-
Preempts other law including any state or 

local law providing for allocation or price 
control of crude oil or petroleum. 

Sec. 705. Sunset.-
Provides that authority under this Act ex­

pires on October 1, 1989. 

Mr. ANDREWS. Mr. President, it is 
with great pleasure that I join today with 
my distinguished colleague from Minne­
sota in introducing the Petroleum Dis­
ruption Management Act of 1981. 

This bill is intended to provide the 
President with the necessary tools to 
manage petroleum disruptions of varying 
magnitudes and causes in a timely and 
effective manner. Our overriding objec­
tive is to minimize adverse short- and 
long-term effects of petroleum disrup­
tions on the American people and the 
economy. As a Senator representing a 
Sbate where agriculture is the dominant 
industry, I have a particular interest in 
assuring a dependable supply of petro­
leum products to that industry. 

We must face the harsh reality that 
this Nation will remain vulnerable to 
petroleum supply disruptions for the 
foreseeable future. Our allies will be even 
more vulnerable. We have lived through 
four disruptions in the past 8 years, and 
there is no evidence to suggest that the 
future holds anything but the continued 
potential for instabilities in the world 
petroleum community. 

Mr. President, oil is increasingly be­
coming a potent political weapon, and 
governments in many producing nations 
face uncertain tenure. A number of' stud-

ies have recently pointed out that the 
United States is even more vulnerable to 
suprly disruptions because the interna­
tional oil companies no longer have the 
predominant control at the wellhead in 
producing nations that existed just a 
decade past. 

The Emergency Petroleum Allocation 
Act of 1973 is scheduled to expira on Sep­
tember 30, 1981. This act contains au­
thorities which recognize agriculture's 
priority needs and accords the Presi­
dent the power to deal with petroleum 
disruptions through actions such as 
crude oil and products allocation. It is 
imperative that this Congress and the 
administration move forward in an ex­
pedited fashion so that the President will 
have appropriate authorities on a stand­
by basis at his disposal for dealing with 
future disruptions." 

Mr. President, we are most fortunate 
to have a unique opportunity to carry 
out this legislative process in the rela­
tively calm environment which now 
exists. We cannot afford to wait until the 
next emergency to make the difficult de- . 
cisions before us. The chaos that would 
occur could destroy our progress toward 
economic recovery and undoubtedly 
would lead to bad legislation crafted in 
the midst of crisis. 

The Petroleum Disruption Manage­
ment Act of 1981 has been carefully writ­
ten with an eye toward keeping the level 
of Government involvement in the mar.: 
ketplace at a minimum, dictated by the 
nature and severity of a particular dis­
ruption, while dealing effectively with 
the problems which occur. Government 
could not and would not intrude into the 
petroleum marketplace if there are no 
disruptions. The decontrolled market­
place would be permitted to operate. 

This act provides for the development 
of a set of management tools designed 
and placed on t.he shelf for selection and 
use by the President in the event of a 
disruption. Thus, a given program or 
programs can be activated in a timely 
fashion and tailored to respond to the 
problems generated by a particular dis­
ruption. 

This approach is far superior to wait­
ing until a disruption actually occurs 
before attempting to construct the actual 
mechanics in the midst of a crisis at­
mosphere. It is unlikely that any re­
sponse developed in such a manner could 
be timely, and problems would deterior­
ate more than necessary. 

The tools to be developed under this 
act recognize that disruptions require 
different responses, depending upon their 
characteristics and severity. They are 
also targeted toward minimizing the 
damaging pressures, on spot market 
prices in a voiding regional supply im -
balances, both of which are prevalent 
consequences of disruptions. 

In examining how disruptions have 
actually occurred, it is quite evident 
that they tend to be focused upon cer­
tain regions. Thus, very serious problems 
occur in certain areas long before a dis­
ruption reaches crisis levels for the Na­
tion as a whole. I am most familiar with 
how past disruptions have impacted 
people in my part of the country. 

Looking back to the spring of 1979, 
farmers and other residents in North 

Dakota were desperately short of fuel­
particularly diesel fuel required for 
spring planting. My office was swamped 
with requests for assistance, and our staff 
worked on this problem around the clock 
in trying to locate alternate supplies, 
usually at larcenous prices. 

In 1979, diesel fuel had been decon­
trolled for several years, so Government 
regulations could not be blamed. The 
Government was forced back into prod­
uct allocation through Special Rule No. 
9, and some diesel fuel was moved to 
farmers. We were extremely fortunate to 
"muddle through" that crisis and still get 
the crops in and the grain harvested. 

This situation was repeated through­
out most rural areas in the Midwest and 
the Great Plains-the country's agri­
cultural heartland. Yet these shortages 
occurred at a time when the record 
clearly showed that imports were at a 
higher level than they had been in the 
prior year. In addition, crude oil prices 
jumped 150 percent during the 12 months 
following the Iranian Revolution. Un­
fortunately, oil price increases ratcheted 
by disruptions never returned to pre­
vious levels. 

Even a casual assessment clearly re­
veals that such problems evolved un­
necessarily, as many refineries serving 
rural areas suffered sharp reductions in 
crude oil supplies-again, at a time when 
there was no real shortage. Some refin­
eries were forced to run at half of capac­
ity. Yet other refiners, operating at close 
to full capacity, failed to provide diesel 
fuel to rural areas until ordered to by the 
Government. 

Mr. President, the Petroleum Disrup­
tion Management Act of 1981 authorizes 
use of crude oil from the strategic petro­
leum reserve for alleviating regional 
shortages, once the SPR has been filled 
to adequate levels. The President could 
also provide for access to crude oil for 
refiners who have lost supplies through 
the private dedicated reserve. It is antic­
ipated that the SPR would replace the 
private reserve function within a few 
years. 

These first two programs are intended 
to permit the distribution system to op­
erate in a balanced fashion to cope with 
regional imbalances. In the event of a 
true national shortage, the national 
crude sharing program would provide 
for sharing of crude oil among all re­
gions and areas. In the event that inade­
quate supplies of petroleum products are 
available for critical sectors of the econ­
omy, the President would have the au­
thority to impose product allocation 
measures, recognizing home heating oil 
requirements, agricultural uses, and 
other specified priority uses. 

The SPR, PDR, national crude sharing, 
and standby product authorities would be 
developed within 120 days of enactment 
of this legislation with a review by Con­
gress. Then they will be placed on the 
shelf until needed. Obviously, it is our 
common hope that disruptions will not 
occur and there will be no need. 

The President will have the discre­
tionary authority to activate any of these 
programs. In the event of regional short­
ages, the President may employ the pri­
vate dedicated reserve or limited use of 
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the strategic petroleum reserve. If Con­
gress determines that regional shortages 
require such action and the President 
takes no action, the Congress can ini­
tiate such action through passage of a 
joint resolution. 

In the event of a severe national sup­
ply interruption, the President may act 
through more extensive use of the 
strategic petroleum reserve, national 
crude sharing, or standby product au­
thorities. However, such action can be 
undertaken only if Congress passes a 
joint resolution, with the President re­
taining veto rights. 

Mr. President, this system of checks 
and balances maintains the dual respon­
sibilities of the President and the Con­
gress in determining how petroleum dis­
ruptions are to be addressed. It is a sys­
tem of checks and balances which would 
minimize the opportunity for unrespon­
sive or overzealous action. 

The President would be advised on 
disruption policy by a Cabinet-level 
Emergency Energy Council and an in­
dustry energy advisory committee, which 
would include all segments of the petro­
leum industry, consumers, and priority 
users. The act would also provide for the 
information collecting and monitoring 
necessary for development and imple­
menting of disruption management 
policies. 

No program activated under this act 
can be operated for more than 120 days 
without reauthorization. Its authors are 
determined to avoid perpetuating Gov­
ernment involvement beyond the actual 
period of disruption. 

I am particularly concerned about the 
impacts of petroleum disruptions upon 
agriculture and rural America. In the 
search for appropriate solutions, I have 
endeavored to express these concerns in 
a number of instances. For example, 27 
of my colleagues have joined me in ex­
pressing our views in a resolution relat­
ing to assurance of access to crude oil 
during disruptions for refiners serving 
the rural petroleum system. The resolu­
tion recognizes the predominant role 
played by farmer-owned oil-refining co­
operatives and other independent refin­
ers in satisfying 75 to 80 percent of all 
U.S. farm fuel needs, as well as the ma­
jority of fuel needs in rural communities. 

Mr. President, last month I chaired 
hearings of the Oversight Subcommit­
tee of the Senate Agricultural Commit­
tee on the energy needs of agriculture 
and rural America-in particular, the 
need to assure uninterrupted fuel sup­
plies to this Nation's agricultural system. 
The record established during these 2 
days of hearings clearly shows that past 
disruptions have impacted agricultural 
regions first and hardest, primarily as a 
result of crude oil supply losses experi­
enced by refiners serving rural markets. 

I was particularly impressed, as were 
many of my colleagues, by the almost 
universal expression of support shown at 
these hearings by not only our most 
prominent general farm organi~ations, 
but by commodity groups and many 
others intimately associated with the 
entire "food chain"-from production, to 
processing, to marketin1g. 

I would like to have my colleagues 
know of this diverse but unanimous ex­
pressions of concern and for those of my 
c:>lleague3 who have some famiHarity 
with the frequent competitiveness be­
tween certain organizations, I thtnk they 
will be pleased to learn that on the ques­
tion of assuring reliable energy supplies 
to agriculture, there is no disagreement. 

We had witnesses and statements from 
the American Farm Bureau Federation, 
the National Farmers Union, the Na­
tional Grange, and the National Council 
of Farmer Cooperatives. 

From commodity groups, we were en­
couraged by the comments of the Na­
tional Cotton Council, the National Milk 
Producers Association, the American 
Soybean Association, the National Asso­
ciation of Wheat Growers, the Interna­
tional Apple Institute, and both the Na­
tional and the American Frozen Food 
organizations. 

Among others in the processing and 
marketing fields, we heard from the Na­
tional Food Processors Association, and 
American Bakers Association, the Food 
Marketing Institute, the Milk Industry 
Foundation-representing the Interna­
tional Association of Ice Cream Manu­
facturers. Additionally, my resolution 
and the thrust of the hearings was sup­
ported strongly by the American Asso­
ciation of Engineering Societies and the 
National Association of the State Depart­
ments of Agriculture. 

Mr. President, I have every reason to 
believe that this impressive array of ini­
tial supporters and witnesses will be 
augmented many times over by the 
spokesmen for the millions of people en­
gaged in the entire food delivery chain. 
For nothing is more important to our 
Nation than to continue unabated the 
delivery of wholesome and plentiful sup­
plies of food at reasonable costs. 

It was also made clear at my hearings 
that continuing market withdrawals 
from rural areas by major oil companies 
placed an even heavier responsibility for 
supplying agricultural needs in the 
hands of farmer-owned and other inde­
pendent refiners. 

As a result of these hearings, I com­
mitted myself to work with the leader­
ship in both Houses of Congress to pur­
sue legislation which would create post­
EPAA authorities designed to deal with 
the needs not only of agriculture but 
also to minimize unnecessary irrtpo cts of 
disruptions across the economy. 

The Petroleum Disruption Manage­
ment Act of 1981 represents the fruits 
of these labors, and we believe the most 
appropriate means of addressing future 
disruptions. 

Mr. President, the following remarks 
were made by me at the 01)ening of the 
hearings of the Agriculture Subcommit­
tee: 

As I am sure you know, I am a farmer and 
proud of it. r have been all my life, as was 
my father and grandfather, and now my son. 
I am here representing what ls probably the 
most agricultural State in the country-at 
least as measured in terms of North Da!rnta's 
annual gross income generation. As our farm­
ers prosper or suffer, so do all our people. 

Less than 3 million farm fammes produce 
enough food and fiber to feed and clothe 225 
m1lllon Americans. These same farm fruntues 

also export enough agricultural !_:lroducts to 
pay for half of our $80 billion annual bill 
for oil imports. The high le•el of this a1;,r1-
cu.itural productivity depends heavily on 
critical petroleum fuel supplies. To achieve 
full food and fiber production, farmers must 
have fuel when they need it. Indeed, thP, 
perishab111ty of food dictates that this holds 
true for the entire food system. 

Farmers have increasingly turned to their 
own cooperatives to assure themselves of 
more secure fuel supplies, better quality 
service, and fairer price3. ~mer-owned re­
fineries now represent only 2.5 percent of the 
total U.S. refining capacity, but supply about 
45 percent of all onfiarm petroleum fuels, 
with distribution of petroleum products oc­
curring in more than 40 States. Cooperatives 
and other independents combined supply 
about 75 percent of onfarm use. In addition, 
many rural communities-the infrastructure 
so vital to the fa.rm system-rely heavily 
upon the coopera.ti ve petroleum system for 
their fuel needs. According to the Depart­
ment of Agriculture, more than 1,000 com­
munities a.re supplied totally or predomi­
nantly by farmer cooperatives. 

This responsib111ty is increasing for coop­
eratives and other independent petroleum 
operations due to major oil company with­
drawals from sparsely populated, less prof­
itable rural markets. Two of the majors have 
already completed their pullout in my State 
of North Dakota. 

The rural petroleum system is a fragile 
one ia.t beat, and which is extremely vulnera­
ble to supply disruptions. The system is an 
emcient one, and alternative suppliers can­
not fill this void in a. timely fashion when 
shortages occur. Without continued fuel 
supplies on a timely basis we are not going 
to be able to produce grains and other vital 
food at the phenomenal rate tihe American 
public has come to take for granted. It is 
just that simple. 

USDA studies indicate that America's food 
costs 'lire very senc;ltive to events in the 
energy arena. For examole, one estimate is 
that a. 10-percent fuel shortage at the fa.rm 
could lead to as much as a 55-percent in­
crease of farm commodity prices. This can­
not be allowed to happen. 

Sharp rises in energy costs are also cause 
for concern. Each 10-percent increase in 
energy costs across the food system can raise 
food prices more than 1 percent. Farmers 
tbemselves are price takers, and large-energy 
price increases could impair the abllity of 
many family farms to survive. 

Mr. President, we cannot allow a disrup­
tion of fuel supplies to agriCUllture. MOther 
Nature dictates that timing is ct1tioa.1 in the 
production of food. Should fuel supply dis­
ruptions, even of short duration, occur at 
the wrong time, an entire season's produc­
tion can be lost. Policymakers must recog­
nize the impact of such an went, not only 
on the farmer. who makes up less than 5 per­
cent of the population, put upon all or this 
Nation's consumers and indeed the world 
community. It would be the height of folly 
to jeopardize the critioa.l economic activity 
of the individu'S.l fa.nner and the entire agri­
cultural system in serving one of the most 
basic of human needs-that of fO'Od. In order 
to oontinue to perform this vital role, a.grt­
culture must have uninterrupted access to 
essential fuels. 

In conclusion, Mr. President, I want 
my colleagues to know that I have con­
sistently supported and applauded Pres­
ident Reagan's decontrol of petroleum. 
The signals 'a.Te clear that a number of 
positive benefits are resulting. Fuel sup­
plies are currently abundant, and re­
cently the consumer has beneflted from 
slightly lower fuel prices. Petroleum ex­
ploration and production activities are 
moving forward at a record pace. Con-
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sumers and industrial users are going to 
great lengths to conserve energy, and im­
port levels are down considerably. Free 
enterprise must be encouraged as much 
as possible. I will do my share to support 
free enterprise. 

The critical remaining task befoTe us 
now is to plan for future disruptions, 
learning as much as possible from pain­
ful past experiences. We cannot leave a 
void in this critical d:mension of na­
tional policy, or make false promises. 
Nor can we leave the burden of standby 
authorities to 50 State governments. 

I fully intend to work with all my 
power fer passage of the Petroleum Dis­
ruption Management Act of 1981. I urge 
my disttngulshed colleagues to join w:th 
us as cosponsors of this bill in the pur­
suit of providing our Nation with appro­
priate means of dealing with petroleum 
disruptions. 

By Mr. METZENBAUM (for him­
self, Mr. TSONGAS, and Mr. 
WILLIAMS): 

S. 1477. A bill to require the Secretary 
of Labor to submit an annual report on 
child day care services; to the Committee 
on Labor and Human Resources. 

By Mr. METZENBAUM (for him­
self, Mrs. HAWKINS, Mr. TSONGAS, 
and Mr. WILLIAMS): 

S. 1478. A bill to amend the In­
ternal Revenue Code of 1954 to increase 
the amount of the credit for expenses for 
household and dependent care services 
necessary for gainful employment, to 
provide a credit for employers who pro­
vide such services, and for other pur­
poses; to the Committee on Finance. 

By Mr. METZENBAUM (for him­
self, Mr. TSONGAS, and Mr. 
WILLIAMS) : . 

S. 1479. A bill to amend the Internal 
Revenue Code of 1954 to exclude from 
the income of an employee certain adop­
tion expenses paid by an emplover, to 
provide a deduction for adoption ex­
penses paid by an individual, and for 
other purposes; to the Committee on 
Finance. 

S. 1480. A bill to amend the Internal 
Revenue Code of 1954 with respect to 
the treatment of foster children as de­
pendents of taxpayers; to the Committee 
on Finance. 

S. 1481. A bill to amend t;tle II of the 
Social Security Act to eliminate gender­
based distinctions under the old-age, 
survivors, and disability insurance pro­
gram; to the Committee on Finance. 

STRONGER AMERICAN FAMILIES 

Mr. METZENBAUM. Mr. Presi.dent, I 
am today introducing the Stronger 
American Families Act of 1981. a pack­
a!{e of five bills designed to address the 
changing needs of families and chUdren 
in the areas of ch'ld care, adoption, 
foster care, and social security. Senators 
HAWKINS, TSONG·AS, and WILLIAMS have 
joined me as cosponsors of various parts 
of this package. I look forward to work­
ing with them and with other Senators 
to secure its enactment. 

The Stronger American Families Act 
recognizes and resnonds to the fact that 
the real world in which American fami-

lies live in the eighties is very different 
than it was even a few years ago. The 
jpackage realistically addresses the 
changing roles of women, the rising 
costs of adoption and foster care, the 
irrational gender-based d istinctions in 
the social security system, and the rapid 
growth in our population of senior citi­
zens. 

Ten years ago, Mr. President, 39 per­
cent of the Nation's children had 
mothers in the work force. But today, the 
children of working mothers make up 
fully 50 percent of all American young­
sters below the age of 18. 

In the years to come, that percentage 
is virtually certa~n to grow for the sim­
ple reason that in today's economic 
climate, fewer and fewer families can 
get by, much less get ahead, on one in­
come. The working mother is an eco­
nomic necessity-and she is here to stay. 

But unfortunately, Mr. President, the 
child care facilities ava~lable to work­
ing families have not expanded to match 
the movement of mothers into the work­
force. In too many cases, children must 
be left, often for several hours a day, 
without adequate supervision. 

A majority of American families have 
identified child care as an area in which 
Government polic:es must be more re­
sponsive. In a recent Gallup poll, 67 per­
cent of those surveyed supported tax 
credits for businesses to provide on-site 
child care, and 70 percent supported tax 
credits to assist families in meeting child 
care expenses. In selecting items wh'ch 
they believed would most help families 
in coping w:th competing demands on 
work and famUv responsibility, 28 per­
cent of those pulled selected on-site child 
care facilities. 

In order to assist businesses in provid­
ing badly needed child care for their em­
ployees, this legislation shortens the de­
preciation time for employer-provided 
facili.ties from the current 5 years to 3. 

In addition, it excludes from employee 
income the value of such services pro­
vided by employers who choose to con­
tract out day care programs to other or­
ganizations. 

The bill also recognizes that most 
working parents are not fortunate 
enough to be employed by companies 
that off er their own day care programs. 
It therefore strengthens subshntially 
the existing day care tax credit for all 
working parents and provides special 
assistance to middle- and lower-income 
families. 

Under current law, taxpayers may 
claim as a tax credit, 20 percent of their 
first $2,000 in day care expenses. The bill 
raises the maximum expenses to $2,400 
for all taxpayers and, in order to help 
those who need it most, adds 1 percent 
to the 20 percent credit for each thou­
sand dollars by which a family's annual 
income falls below $40.000. The maxi­
mum tax credit under this provision is 
50 percent of day care expenses for 
which families earning $10,000 per year 
or less would be eligible. 

Finally, Mr. President, I want to point 
out that this legislation will be of real 
assistance to the working parents of 
handicapped children by permitting 
them to claim tax credits for the ex-

pense of placing such children in special 
day care programs for the handicapped. 

Under existing law, eligibility is limited 
to the cost of in-home care, an expense 
so great that parents have been forced 
to institutionalize children they would 
prefer to keep at home. That, Mr. Presi­
dent, should not be happening in this 
country. 

QUALITY CARE 

In order to monitor the impact of the 
dependent care amendments on the 
quality and quantity of child care serv­
ices the second bill in this package di­
rects the Secretary of Labor to report 
annually to Congress on the status of 
child care arrangements. Senators 
HJ\WKINS, WILLIAMS, and TSONGAS join 
me in introducing this legislation. 

FOSTER CARE 

It is a sad fact, Mr. President, that 
most kennels charge more to board dogs 
than most States pay foster parents to 
board children. And it is also true that 
the tax code provides inequitable treat­
ment to foster parents as compared to 
parents caring for their natural children. 
The intent of this component of the 
stronger American Families Act, which 
has the cosponsorship of Senators TsoN­
GAS and WILLIAMS and the endorsement 
of the National Foster Parents Associa­
tion, is to end those inequities by per­
mitting faster parents to treat foster 
children as their dependents for tax pur­
poses. 

Mr. President, I believe that we 
should encourage-not discourage-fam­
ilies that are willing to open their homes 
to needy children. This tax concession is 
a small step in that direction. 

ADOPTION BENEFITS 

At least 30 major companies have in 
recent years begun to assist their em­
ployees with the costs incurred in adopt­
ing children. IBM, for example, has had 
an adoption assistance program since 
1972 and has averaged approximately 
350 to 4.00 claims per year. Smith-Kline 
Corp. initially paid employees $400 per 
adoption when it initiated its program. 
Now, Smith-Kline pays $750 and intends 
to increase the benefit each year until 
the amount of the benefit is comparable 
to the cost of a normal obstetric delivery. 

More corporations should be encour­
aged to take such socially responsible 
positions, but unfortunately, they are 
today discouraged by the tax code from 
doing so. Adoption assistance is consid­
ered regular income for tax purposes and 
so the companies giving it incur added 
costs for social security taxes and an 
extra burden of paperwork. That should 
not be-and this bill corrects the in­
equity by excluding adoption benefits 
from employee income. 

Jn addition, Mr. President, the bill per­
mits families that adopt to claim the 
costs of adoption as a tax deduct;on-­
that, I believe, is a small but very helpful 
posture by this Nation to those who t8.ke 
in as their own any of the 120,000 Ameri­
can children who need a home. 

I am pleased to say that this com­
ponent has the cosponsorship of Sen­
ators WILLIAMS and TSONGAS and the ·en­
dorsement of the National Committee 
for Adoption. 
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SOCIAL SECURITY AND SEX DISCRIMINATION 

In the 19'30's, Congress enacted the 
basic income maintenance program in 
the United States, ·social security. The 
design of the program largely reflects the 
generally accepted sex roles and life­
styles prevailing at that time. But since 
the 1930's, American women have moved 
in large numbers into occupations and 
have attained levels of education that 
were in the past available to very few. 

In 1940, only 17 percent of all married 
women held jobs. Today, that . figure is 
fast approaching 50 percent. But even 
so, the social security system continues 
to treat women as eC'onomic dependents 
rather than as earners in their own 
right. The system often leaves women 
without full protection in the event of 
death of the husband or divorce. In some 
areas the system fails to treat the wage 
record of a woman equally with that of 
a man by denying benefits to a husband 
based on his wife's wage record. 

Although Congress enac'ted the Equal 
Pay Act of 1963 and title vm of the 
Civil Rights Act, it has yet to address 
all of the inequalities in social security 
benefits. 

In 1977, legislation designed to elimi­
nate gender-based distinctions in the 
Social Security Act overwhelmingly 
passed the House. The Senate, however, 
determined that more information was 
necessary on the impact of the proposed 
changes and so directed the Department 
of Health, Education, and Welfare to 
conduct a study and report to Congress. 

That report is now in and the bill I 
am introducing today is based on its 
findings. 

According to the report there still 
exist nine gender-based distinctions 
which -are not founded on any support­
a;ble rationale. The costs oif eliminating 
these pmvisions would amount to only 
$5 million in each of the next few years, 
with the amount diminishing over time. 
The Advisory Council on Social Security 
and Working Women concurs with my 
view that the time has come to eliminate 
these last vestiges of discrimination in 
the social security system. 

Mr. President, I ask unanimous con­
sent that section-by-section analysis of 
the "Stronger American Families Act of 
1981" and text of the legislation itself 
be printed at this point in the RECORD. 

There being no objection, the bill and 
analysis were ordered to be printed in the 
RECORD, as follows: 

s. 1477 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, Beginning 
in calendar year 1982, the Secretary of Labor 
shall submit an annual report to the Con­
gress concerning the availability and quality 
of child day care services provided in the 
United States. 

s. 1478 
Be it ena~ted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the "Dependent 
Care Amendments Act of 1981". 

SEC. 2. INCREASE IN PERCENT OF EXPENSES 
ALLOWED AS CREDIT. 

(a) GENERAL RULE.--Subsection (a) Of sec­
tion 44A of the Internal Revenue Code of 

1954 (relating to credit for expenses for 
household and dependent care services neces­
sary for gainful employment) is amended by 
striking out "20 percent" and inserting in 
lieu thereof "the applicable percentage". 

(b) APPLICABLE PERCENTAGE DEFINED.­
Subsection (b) of section 44A of such Code 
is amended to read as follows: 

.. ( b) APPLICABLE PERCENTAGE.-For purposes 
o! subsection (a), the term 'applicable per­
centage' means the greater of-

"(1) 50 percent reduced by one percentage 
point for each $1,000 amount by which the 
taxpayer's adjusted gross income exceeds 
$10,000, or 

"(2) 20 percent.''. 
SEC. 3. C:tEDrr MADE REFUNDABLE. 

(a) GENERAL RuLE.-Su})section (b) of sec­
tion 6401 of the Internal Revenue Code of 
1954 (relating to excessive credits treated as 
overpayments) is amended-

(1) by striking out "and 43 (relating to 
earned income credit)" and inserting ' in lieu 
thereof "43 (relating to earned income 
credit), and 44A (relating to expenses for 
l10usehold and dependent care services neces­
sary for gainful employmP.nt) ", and 

(2) by striking out "39 and 43" and insert­
ing in lieu thereof "39, 43, and 44A". 

(b) AMENDMENT OF SECTION 44A.-Subsec­
tion (a) of section 44A of such Code is 
amended by striking out "the tax imposed 
by this chapter" and inserting in lieu thereof 
"the tax imposed by this subtitle". 

(C) CONFORMING AMENDMENTS.-
( 1) Su bse<:tion (a) of section 53 of such 

Code (rela.ting to limitation based on 
amount of tax) is amended by adding "and" 
at the end of paragraph ( 4), by striking out 
the comma at the end of paragraph (5) and 
inserting in lieu thereof a period, and by 
striking out paragraphs (6) and (7). 

(2) Sections 44C(b) (5), 44D(b) (5), 44E 
(e) (1) 55(c) (4), and 56(c) of such Code 
a.n eich amend:d by str•iking out "and 43" 
and inserting in lieu thereof "43, and 44A". 

(3) Paragraph (2) of section 55(b) of such 
C ::- de is amended by striking out "and 43" 
and inserting in lieu thereof ", 43, and 44A". 

(4) Subsection (b) of section 6096 of such 
Code is amended by striking out "44A,". 
SEC. 4. INCREASE IN DOLLAR LIMIT. 

(a) GENERAL RULE.-Subsection (d) of 
section 44A of the Internal Revenue Code of 
1954 (relating to dollar limit on amount 
creditable) is amended-

( l) by striking out "$2 ,000" and inserting 
in lieu thereof "$2,400'', and 

(2) by striking out "$4,000" and inserting 
in lieu thereof "$4,800". 

(b) TECHNICAL AMENDMENT.-Paragraph 
(2) of section 44A(e) of such Code (relating 
to special rule for spouse who is a student or 
incapable of caring for himself) is amend­
ed-

(1) by striking out "$166" and inserting in 
lieu thereof "$200", and 

(2) by striking out "$333" and inserting in 
lieu thereof "$400". 
SEC. 5. CREDIT ALLOWED FOR CERTAIN SERV­

ICES OUTSIDE TAXPAYER'S HOUSE-
HOLD. 

Subparagraph (B) of section 44A(c) (2) of 
the Internal Revenue Code of 1954 (defining 
employment-related expenses) is amended 
to read as follows: 

"(B) ExcEPTION.-Employment-related ex­
penses described in subparagraph (A) which 
are incurred for services outside the taxpay­
er's household shall be taken into account 
only-

. " ( i) if, in the case of care and services pro­
vided by a child care center (as defined in 
subparagraph (C)) such center complies 
with all applicable laws and regulations of a 
State or unit of local government, and 

"(11) if such expenses are incurred for­
"(!) the care of a qualifying individual 

described in paragraph ( 1) (A) , or 

"(II) the care of a qualifying individual 
described in subparagraph (B) or (C) of 
paragraph ( 1) who ordinarily returns to the 
taxpayer 's householu ea.ell d.i.f. 

"(C) CHILD CARE CENTER DEFINED.-For pur­
poses of this paragraph, the term 'child care 
center' means any child care facllity which­

" (i) provides child oare for more than six 
children (other than children who reside at 
the facility), and 

"(ii) receives a fee, payment, or grant for 
providing services for any of the children 
(regardless of whether such fac111ty is oper­
ated for profit). 
Such term shall not include a facility which 
regularly provides care for six, or fewer, 
children (other than children who reside 
at the facllity) and which serves as the 
residence of the individual operating the 
facility.". 
SEC. 6. APPLICATION OF EARNED INCOME LIMI­

TATION IN CASE OF INDIVIDUALS EN­
GAGED IN BUSINESS ON SUBSTAN­
TIALLY FULL-TIME BASIS. 

Subsection (e) of section 44A of the In­
ternal Revenue Co:ie of 1954 (relating to 
earned income limitation) ls amended by 
adding at the end thereof the following new 
paragraph : 

"(3) SPECIAL RULE FOR CERTAIN INDIVIDUALS 
ENGAGED IN BUSINESS ON SUBSTANTIALLY FULL­
TIME BASIS.-

" (A) IN GENERAL.-For purposes of para­
graph ( 1) , for each month during which an 
individual engages in a trade or business on 
a substantially full-time basis, such indi­
vidual shall be deemed to have earned in­
come of not less than-

" ( 1) $200 if subsection ( d) ( 1) applies for 
the taxable year, or 

"(ii) $400 if subsection (d) (2) applies for 
the taxable year. 

"(B) DEFINITION.-For purposes of sub­
paragraph (A), an individual shall be 
treated as engaged in a trade or business 
during any month on a substantially full­
time basis if, during each week beginning 
during such month, such individual per­
forms at least 35 hours of services in such 
trade or business.". 
SEC. 7. EXEMPTION FROM TAX FOR CERTAIN 

ORGANIZATIONS PROVIDING DEPEND­
ENT CARE. 

(a) GENERAL RuLE.-Section 501 of the 
Internal Revenue Co:le of 1954 (relating to 
exemption from tax on corporations, certain 
trusts, etc.) is amended by redesignatlng 
subsection (j) as subsection (k) and by in­
serting after subsection (i) the following 
new subsection: 

"(j) TREATMENT OF CERTAIN ORGANIZATIONS 
PROVIDING DEPENDENT CARE.-For purposes of 
subsection (c) (3) of this section and sec­
tions 170(c) (2), 2055(a) (2), and 2522(a) 
(2), the term 'educational purposes' includes 
the provi1ing of nonresidential dependent 
care of individuals if-

" (1) substantially all of the dependent 
care provided by the organization is for pur­
poses of enabling individuals to be gainfully 
employed, and 

"(2) the services provided by the orga­
nization are available to the general public.". 

(b) CROSS R.EFERENCES.-
(1) Subsection (i) of section 170 of such 

Code is amended by redesignatlng paragraphs 
(1) through (7) as paragraphs (2) through 
(8), respectively, and by inserting before 
paragraph (2) (as so redesignated) the fol­
lowing new paragraph: 

" ( 1) For treatment of certain organiza­
tions providing depe.ndent care, see section 
501 (j) .". 

(2) Subsection (f) of section 2055 of such 
Code is amended by redesignating paragraphs 
(2) through (10) as paragraphs (3) through 
( 11), respectively, and by inserting after 
paragraph ( 1) the following new paragraph: 

"(2) For treatment of certain organiza­
tions providing dependent care, see section 
501 (j) .". 
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(3) Subsection (d) of section 2522 of such 

Code ls amended to read as follows: 
"(d) CROSS REFERENCES.-
"(1) For treatment of certain organiza­

tions providing dependent care, see section 
501 (j). 

"(2) For examples of certain gifts to or for 
the benefit of the United States and for rules 
of construction with respect to certain gifts, 
see section 2055(f) .". 
SEC. 8. EXCLUSION OF QUALIFIED HOUSEHOLD 

AND DEPENDENT CARE SERVICES FROM 
THE INCOME OF AN EMPLOYEE. 

(a) EXCLUSION FROM INCOME.-Part III of 
subchapter B of chapter 1 of the Internal 
Revenue Code of 1954 (relating to items spe­
cifically excluded from gross income) is 
amended by redesigns.ting section 128 as sec­
tion 129 and inserting after section 127 the 
following new section: 
"S~C. 128. QUALIFIED HOUSEHOLD AND DE• 

PENDENT CARE SERVICES. 
"Gross income of an employee does nc.t in­

clude the value of any qua.lifted household 
and dependent care services (as defined in 
section 44F(b)) furnished to such employee 
by, or on behalf of, his employer.". 

(b) EXCLUSION FROM WAGES.-
( 1) EMPLOYMENT TAXES AND COLLECTION OF 

INCOME TAX.-Subtitle c of such Code is 
amended by striktllg out "section 127" in 
section 3121(a) (18) (relating to the Federal, 
Insurance Contributions Act). section 3306 
(b) (13) (relating to the Federal Unemploy­
ment Tax Act). and section 3401(a) (19) 
(relating to collection of income at source 
on wages) and inserting in lieu thereof "sec­
tion 127 or 128". 

(2) SOCIAL SECURITY ACT.-Subsection (q) 
of section 209 of the Social Security Act (de­
fining wages) is amended by striking out 
"section 127" and inserting in lieu there0f 
"section 127 or 128". 

(c) CONFORMING AMENDM'ENT.-The table 
of sections for part III of subchapter B of 
chapter 1 of such Code is amended by strik­
ing out the item relating to section 128 and 
inserting in lieu thereof the following: 
"128. Qualified household and dependent 

care services. 
"129. Cross references to other Acts.". 
SEC. 9. ALLOWANCE OF A CREDIT FOR HOUSE­

HOLD AND DEPENDENT CARE SERVICES 
PROVIDED BY AN EMPLOYER. 

(a) IN GENERAL.-Subpart A of part IV of 
subchapter A of chanter 1 of the Internal 
Revenue Code of 1954 (relating to credits 
allowable) is amended· by inserting after sec­
tion 44E the following new section: 
"SEC. 44F. HOUSEHOLD AND DEPENDENT CARE 

SERVICES PROVIDED BY EMPLOYER. 
"(a) IN GENERAL.-In the case of an em­

ployer (as defined in se<:tlon 340l(d)) who 
provides qualified house-hold and dependent 
care services to hls employees, there shall be 
allowed as a credit against the tax imposed 
by this chapter for the taxable year an 
amount equal to the excess of-

.. ( 1) the expenses paid or incurred by such 
employer during the taxable year ln provid­
ing such services to his employees, over 

"(2) the amount of remuneration, 1f any, 
paid to such employer by his employees for 
providing such services during the taxable 
year. 

"(b) QUALIFIED HOUSEHOLD AND DEPENDENT 
CARE SERVICEs.-For purnoses of this section 
the term 'qualified household and der.endent 
care services' means those services which if 
paid for by the employee would be considered 
employment-related expenses under section 
44A(c) (2). 

"(c) CAPITAL ExPENSES.-The expenses 
which may be taken into account under sub­
section (a.) in de·tennining the a.mount of 
the credit shall not include any amount paid 
or incurred by the employer which ls charge­
able to capital account. 

79-059 0-84-18 (Pt. 12) 

"(d) APPLICATION WITH OTHER CREDITS.­
The credit allowed by subsection (a) shall 
not exceed: the tax imposed by this chapter 
for the taxable year, reduced by the sum of 
the credits allowable under a. section of this 
subpart having a lower number or letter des­
ignation than this section, other than the 
credits allowable by sections 31, 39, 43, and 
44A. For purposes of the preceding sentence, 
the term 'tax imposed by this chapter' shall 
not include any tax treated as not imposed 
by this chapter under the last sentence of 
section 53 (a) . 

"(e) DENIAL OF DOUBLE BENEFIT.-No de­
duction or credit shall be allowed under this 
chapter with respect to any amount for 
which a credit ls allowed under this section. 

"(f) PASS-THROUGH IN THE CASE OF SUB­
CHAPTER s CORPORATIONS.-Under regulations 
prescribed by the Secretary, rules similar to 
the rules of subsections (d) and (e) of sec­
tion 52 shall a~ply.". 

(b) CONFORMING AMENDMENTS.-
( 1) The table of sections for subpart A of 

part IV of subcha.pter A of chapter 1 of such 
Code is a.mended by inserting after the item 
relating to section 44E the following: 
"Sec. 44F. Household and dependent ca.re 

services provided by employ­
er.". 

(2) Section 6096(b) of such Code (relating 
to designation of income tax p.3.yments to 
Presidential Election Campaign Fund) is 
amended by striking out "and 44E" and in­
serting ln lieu thereof "44E, and 44F". 
S~c. 10. CERTAIN EXPENDITURES FOR CHILD CARE 

FACILITIES. 
(a.) AMORTIZATION.-
( 1) IN GENERAL.-Section 188 of the Inter­

nal Revenue Code of 1954 (relating to amor­
tization of certain expenditures for child care 
fa.c111ties) ls amended to read as follows: 
"SEC. 188. AMORTIZATION OF CERTAIN EXPENDI­

TURES FOR CHILD CARE FACILITIES. 
"(a) ALLOWANCE OF DEDUCTIONS.-
" ( 1) IN GENERAL.-At the election of the 

taxpayer, made in accordance with regula­
tions prescribed by the Secretary, each of the 
following amounts shall be allowed as a de­
duction ratably over a period of 36 months: 

"(A) An amount equal to the adjusted 
basis (as defined ln section 1011) of any sec­
tion 188 property of such taxpayer deter­
mined at the time such property is lnltlaUy 
placed ln service. 

"(B) Any amount chargeable to capital ac­
count incurred by the taxpayer with respect 
to section 188 property after such property 
has been placed in service. 
Each amount described under subparagraph 
(A) or (B) shall be reduced by the amount 
of the deduction, lf any, allowed under para­
graph (3) which is attributable to any por­
tion of the amount described ln such sub­
paragraph. 

"(2·) PERIOD OF AMORTIZATION.-The period 
referred to in paragraph ( 1) shall begin 
with-

"(A) the month ln which the section 188 
property ls placed in service, or 

"(B) ln the case of a.mounts described in 
paragraph (1) (B). the month after the 
month 1n which such basis was acquired. 

"(3) ADDITIONAL FmST YEAR DEPRECI.\TION.­
In addition to any deduction allowed under 
paragraph (1). there shall be allowed, at the 
election of the taxpayer, as a deduction for 
the taxable year in which any section 188 
property is placed in service an amount equal 
to any additional allowance which the tax­
payer could elect under section 179 with re­
spect to such property if the taxpayer elected 
the deduction under section 167 rather than 
the deduction under paragraph ( 1). 

"(4) APPLICATION. WITH OTHER DEDUC­
TIONS.-The deductions provided by this sub­
section with ·re.!'pect to any ex,enditure shall 
be ln lieu of any depreciation deduction 
otherwise allowable on account of such ex­
penditure. 

"(b) DEFINITIONS.-For purposes of this 
section-

"(1) SECTION 188 PROPERTY.-The term 'sec­
tion 188 property• means tangible property 
which-

" (A) is an integral part of a child care 
f·aciilty (as defined by regulations prescribed 
by the Secretary) in which-

" (1) at least a majority of all the children 
for whom care is provided during t!he taxable 
year (determined over the period of such 
taxwble year) are children of employees of 
the taxpayer. and 

" (ii) the care of ea.ch child is provided 
without charge or for a fee that is reasonably 
related to the operating costs incurred by 
the taxpayer in providing services to such 
child, 

"(B) ls of a character subject to deprecia­
tion, and 

"(C) ls located within the United States. 
.. (2) PLACED IN SERVICE.-The term 'placed 

in service' means placed ln a condition or 
state of readiness and avalla.biUty to function 
as section 188 property. 

"(3) EMPLOYEES.-!n the case of a dhild 
care facility operated by two or more em­
ployers, the employees of such an employer 
shall be considered the employees of each 
employer who operates such fa.cllity.". 

(2) EFFECTIVE DATE.-The amendment made 
by this subsection shall apply to expenditures 
incurred and property placed ln service (as 
defined in the amendment made ·by para­
graph (1)) after December 31, 1980. 

(b) AVAILABILITY OF INVESTMENT CREDIT.­
(1) IN GENERAL.-Paragraph (8) of section 

48(a) of such Code ('relating to definitions 
and special rules for the investment credit) 
is amended by striking out "188,". 

(2) USEFUL LIFE.-P·ara.graph (2) of section 
46(c) of such Code (relating to qualified 
investment) is amended by insertin~ "(lf 
amortized under section 188, the useful life 
Which would have been used if depreciated 
under section 167)" after "section 167". 

(3) EFFECTIVE DATE.-The amendments 
ma.de by this subsection shall '81pply to 
periods after December 31, 1980, under rules 
similar to the rules of section 48(m) of the 
Internal Revenue Code of 1954. 

(c) REAL PROPERTY AMORTIZED UNDER SEC­
TION 188 SUBJECT TO RECAPTURE UNDER SEC­
TION 1250.-

(1) IN GENERAL.-SUJbparagra,.ph (D) of sec­
tion 1245(-a) (3) of such Code (relating to 
gain from dispositions of certain depreciable 
property) is amended by striking out "188,". 

(2) EFFECTIVE DATE-The amendments 
ma.de by this subsection shall apply to d1s­
positton made after December 31, 1980. 
SEC. 11. EFFECTIVE DATE. 

Except as otherwise provided ln this Act, 
the amendments ma.de by this Act shall apply 
to taxable years beginning 6'fter December 
31, 1980. 

s. 1479 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 
SECTION 1. EXCLUSION FROM THE INCOME OF 

AN EMPLOYEE OF ANY BENEFITS 
RECEIVED FROM, OR CONTRIBU­
TIONS OF AN EMPLOYER To, AN 
ADOPTION EXPENSE PLAN. 

(a.) EXCLUSION FROM INCOME.-Subsection 
(b) of section 105 of the Internal Revenue 
Code of 1954 (relating to a.mounts received 
undel" accide~t and health plans) ls amended 
to read as follows: 

"(b) MEDICAL CARE AND ADOPTION Ex­
PENSES.-Except ln the case of a.mounts re­
ceived by a. taxpayer attributable to, and not 
in excess of, deductions allowed under sec­
tion 213 (relating to medical , etc., expenses) 
or section 221 (relating to adoption ex­
penses) for any prior taxable year, gross in­
come does not include--
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"(1) amounts referred. to in subsection (a) 

if such a.mounts a.re paid, directly or indi­
rectly, to the taxpayer to reimburse the tax­
payer for ex.penses incurred by him far the 
medical care (as defined in section 213(e) 
(1)) of the taxpayer, his spouse, and his de­
pendents (as defined in section lb2), or 

"(2) a.mounts-
" (A) received by a.n employee under an 

adoption expense plan, or 
"(B) contributed by an employer on be­

half of an employee to an a.doption expense 
plan.". 

(b) DISCRIMINATORY PLANS.--Subsection 
(h) of seotion 105 of such Code (relating to 
amounts paid under a discriminatory self­
insured medical expense reimbursement 
plan) is a.mended-

(!) by striking out "self-insured medical 
reimbursement plan" each place it appears 
and inserting in lieu thereof "self-insured 
reimbursement plan", 

(2) by inserting "or a.doption benefits" 
after "health benefits" in C'l·ause (iv) of para­
graph (3) (B), and 

(3) by striking out "Self-Insured Medical 
Expense Reimbursement Plan" in the caption 
and inserting in lieu thereof "Self-Insured 
Reimbursement Plan". 

(c) DEFINITION OF SELF-INSURED REIM­
BURSEMENT PLAN.-Paragraph (6) of section 
105(h) of such Code is amended to read as 
follows: 

"(6) SELF-INSURED REIMBURSEMENT PLAN.­
For purposes of this section, the term •self­
insured reimbursement plan' means-

"(A) a plan of an employer to reimburse 
employees for expenses referred to in subsec­
tion (b) (1) for which reimbur!!ement is not 
provided under a policy of accident and 
heal th insurance, or 

.. (B) an adoption expense plan.". 
(d) DEFINITION OF ADOPTION EXPENSE 

PLAN.--Section 105 of such Code is a.mended 
by a.dding at the end thereof the following 
new subsection: 

"(1) AnoPTION EXPENSE PLAN.-For the pur­
poses of this section, an adoption expense 
plan is a written plan of an employer to 
reimburse employees for adoption expenses 
(as defined in section 221(b)) incurred by 
such employees.". 

( e) CONFORMING AMENDMENTS.-
( 1) The heading of section 105 of such 

Code is amended by inserting "; ADOPTION 
EXPENSE PLANS" after "PLANS". 

(2) The table of sections for part III of 
subchapter 8 of chapter 1 of such Code is 
amended by inserting "; adoption expense 
plans" after "plans" in the item relating to 
section 105. 

(3) Paragraph (20) of section 3401(a) of 
such Code (relating to the collection of in-
come tax at source) is amended- ~ 

(A) by striking out "medical care", and 
(B) by strilfing out "self-insured medical 

reimbursement plan" and inserting in lieu 
thereof "self-insured reimbursement plan". 
SEC. 2 . DEDUCTION FOR ADOPTION EXPENSES 

PAID BY AN INDIVIDUAL. 
(a) IN GENERAL.-Part VII of subchapter 

B of chapter 1 of the Internal Revenue Code 
of 1954 (relatine: to additional itemized de­
ductions for individuals) is amended by re­
designating section 221 as section 222 and by 
inserting after section 220 the following new 
section: 
"SEC. 221. ADOPTION EXPENSES. 

"(a) ALLOWANCE OF DEDUCTION.-In the 
case of an individual, there shall be allowed 
as a deduction the amount of the adootion 
expenses, not compensated by insuran.ce or 
otherwise, paid or incurred by the taxpayer 
during the taxable year. 

.. (b) ADOPTION EXPENSES DEFI:NF.n.-For 
purooses of this section, the term "adootion 
expenses" means reasonable and necessary 
expenses incurred which are directly re­
lated to the legal adoption of a child by the 

taxpayer, including, but not limited to, legal 
fees, medical expenses, adoption fees, tem­
porary foster care expenses, transportation 
costs, or expenses related to the pregna.ncy 
of the natural mother of such child, when 
said adoption has been arranged by a public 
welfare department (or similar State or local 
public social service agency with legal re­
sponsibility for child placement) or by a 
not-for-profit voluntary adoption agency au­
thorized or otherwise licensed by the State 
or local government to place children for 
adoption and when said adoption expenses 
are not incurred in violation of State or 
Federal law. 

"{c) DENIAL OF DOUBLE BENEFrr.-No 
amount which is taken into account in com­
puting a deduction or credit under any 
other provision of this chapter shall be al­
lowed as a deduction under this section.". 

(b) ADJUSTED GRoss INCOME.-Section 62 
of such Code (defining ad~usted gross in­
come) is amended by inserting after para.­
graph (16) the following new para.graph: 

"(17) ADOPTION EXPENSES.-The deduction 
allowed by section 221. ". 

(c) CONFORMING AMENDMENT.-The table 
of sections for such part VII is amended by 
striking out the item relating to section 221 
and inserting in lieu thereof the following: 
"Sec. 221. Adoption expenses. 
"Sec. 222. Cross references.". 
SEC. 3. EMPLOYER CONTRIBUTION TO ADOPTION 

ExPENSE PLAN TREATED AS AN ORDI­
NARY AND NECESSARY BUSINESS EX­
PENSE. 

Section 162 of the Internal Revenue Code 
of 1954 (relating to trade or business ex­
penses) is amended by redesignating subsec­
tion (h) as subsection (i) and by inserting 

· after subsection (g) the following new sub­
section: 

"(h) CONTRmUTIONS TO ADOPTION EXPENSE 
PLAN.-For purposes of subsection (a), any 
contribution made by an emnloyer to an 
adoption expense plan (as defined in sec­
tion 105(1)) for, or on behalf of, an employee 
shall be treated as an ordinary and neces­
sary e~ense incurred in carrying on a trade 
or business.". 
SEC. 4. EFFECTIVE DATE. 

The amendments made bv this Act shall 
apply to taxable years beginning after De­
cember 31, 1980. 

s. 1480 
Be it enacted by the Senate and House 

of Representati ves of the United States of 
Am.erica in Conqress assembled, That (a) 
subsect ion (b) of section 152 of the :rnternal 
Revenue Code of 1954 (relating to rules 
relating to general definition of dependent) 
is amended by adding at the end thereof the 
following new para.graph: 

"(6) For purposes of subsection (a), in 
tbe case of an individual who-

"(A) for at least 270 days during the 
calendar year in which the taxable year be­
gins h ad a foster child (whether or not the 
same child) whose principal place of a.bode 
was t t>e individual's home and who was a 
member of the individual 's household, and 

"(B) provided over half of the support for 
any foster child during any period taken 
into account with resoect to such foster 
cbild under subparagraph (A), 
such individual shall be treated as having 
(in addition to any other children of such 
1ndividu!l.1' one child by blood who has not 
attained the a ge of 19 before the close of 
such calendar year and with respect to whom 
sucli individual has provided over half of 
such child's support for such calendar year. 
For purposes of the preceding sentence, no 
fost er child described in paragraph (2) shall 
be taken into account under this paragraph. 
For p u rposes of determining under this title 
t.he amount of expenditures on behalf of a 
dependent of a taxpayer, amounts paid or 

incurred on behalf of all foster children de­
scn oeci in subpar .. grapn (A) shall be treated 
a..;; made on behci.11 or one child.". 

(b) The amenamcmt made by this section 
shall apply to taxable yea.rs beginning after 
uecember 31, 1980. 

s. 1481 
Be it ena~ted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 

DIVORCED HU.:>BANDS 
SECTION 1. {a) (1) Section 202(c) (1) of the 

Social Security Act is amended, in the mat­
ter preceding subparagraph (A), by insert­
ing "and every divorced husband (as de.Lined 
in section 216(d))" before "of an individual'', 
and oy inserting "or such divorced husband" 
a1ter ··u such husband". 

(2) Section 202(c) (1) of such Act is fur­
ther amended-

(A) by striking out "and" at the end or 
subparagraph (B), by redesignating subpar­
agraph (C) as subparagraph (D), and by in­
serting after subparagraph {B) the follow­
ing new subparagraph: 

"(C) in the case of a divorced husband, is 
not married, and"; 

(B) by striking out "after August 1950" in 
the matter following subparagraph (D) (as so 
redesigna ted) ; and 

(C) by striking out "the month in which 
any of the following occurs:" and all that 
follows and inserting in lieu thereof the fol­
lowing: 
"the first month in which any of the follow­
ing occurs: 

"(E) he dies, 
"(F) such individual dies, 
"(G) in the case of a husband, they are 

divorced and either (i) he has not attained 
age 62, or (ii) he has attained age 62 but has 
not been married to such individual for a 
period of 10 years immediately before the 
divorce became effective, 

" (H) in the case of a di'rnrced husband, he 
marries a person other than such individual. 

"(I\ he becomes entitled to an old-age or 
disability insurance benefit based on a pri­
mary insurance amount which is equal to 
or exceeds one-half of the primary insurance 
amount of such individual, or 

"(J) such individual is not entitled to 
disablity insurance benefits and is not en­
titled to old-age insure.nee benefits.". 

(3) Section 202(c) (3) of such Act is 
amended by inserting "(or, in the case of a 
divorced husband, his former wife)" before 
"for such month". 

( 4) Section 202 ( c) of such Act is further 
amended by adding after paragraph (3) the 
following new paragraph: 

"(4 ) In the case of any divorced husband 
who marries-

" (A) an individual entitled to benefits 
under subsection (b), (e) , (g), or (h) of 
this section, or 

"(B) an in"iividua.l who has attained the 
age of 18 and is entit led to benefits under 
subsection (d), such divorced husband's en­
titlement to benefits under this subsection 
shall, notwithstanding the provisions of par­
e.graph (1) (but subject to subsection (s)) . 
not be terminat ed by reason of such me.r­
ria~e.". 

(5) Sertion 202(c) (2) <A) of suc"1 Act is 
am~nr'led by Jnc:e>"f"l.n o; "(or dlvo,.ced hus­
band)" after "payable to such husband". 

(6) se~tion 202fb ) (3) <A) of such Act is 
arr>ende<i. bv strikin~ out "(f)" and inserting 
in lieu thel"eof "(c\. (f) ,". 

(7) Section 202(c) (1) (D) of such Act (as 
redesiQ'nated by paragraph (2) of this sub­
se~tion) is a.mended by strikin~ out "his 
wife" and inserting in lleu thereof "such 
indivicual". 

( h) fl) Section 202 ( f) (1) of such Act is 
amended. in the matter ore~editw, suboara­
graph (A) , by inserting "and every surviving 



July 14, 1981 CONGRESSIONAL RECORD-SENATE 15623 
divorced husband (as defined in s~ction 216 
(d))" before "of an individual '', and by in­
serting "or such surviving divorced husband" 
after "if such widower". 

( 2) Section 202 ( f) ( 1) of such Act is fur­
ther amended by striking out "his deceased 
wife" in subparagraph (D) and in the matter 
following subparagraph (F) and inserting in 
lie u. +·:iereof "such deceased !'ndividual". 

(3) Paragraphs (2), (3), (6), and (7) of 
section 202 (f) of such Act are each amended 
by inserting "or surviving divorced husband" 
after "widower" wherever it ap_:: ears. 

(4) (A) Paragraph (3) (A) of section 202(f) 
of such Act is further amended by striking 
out "his deceased wife" and by inserting in 
lieu thereof "such deceased individual". 

(B) Paragraph (3) (B) of section 202(f) of 
such Act is amended by striking out "de­
ceased wife" each place it appears and in­
serting in lieu thereof "deceased individual", 
and by striking out "such wife" and insert­
ing in lieu thereof "such deceased indi­
vidual". 

(5) Section 202(f) (4) of such Act is fur­
ther amended by striking out "remarries" 
and inserting in lieu thereof "or a surviving 
divorced husband, marries", and by inserting 
"or surviving divorced husband's" after 
"widower's". 

(6) Section 202(e) (3) (A) of such Act is 
amended by striking out "(f)" and inserting 
in lieu thereof "(c), (f) ,". 

(7) Section 202(g) (3) (A) of such Act is 
amended by inserting " ( c) , " before " ( f) , ". 

(8) Section 202(h) (4) (A) of such Act is 
amended by inserting " ( c) , " before " ( e) , " . 

(c) (1) Section 216(d) of such Act is 
amended by redesignating paragraph (4) as 
paragraph ( 6) , and by inserting after para­
graph (3) the following new p:;':' •. _;raphs : 

"(4) The term 'divorced husband' means a 
man divorced from an individual, but only if 
he had been married to such individual for a 
period of 10 years immediately before the 
date the divorce became effective. 

"(5) The term 'surviviillS divorced husband' 
means a man divorced from an individual 
who has died, but only if he had been mar­
ried to the individual for a period of 10 
years immediately before the divorce became 
effective." . 

(2) The heading of section 216(d) of such 
Act is amended to read as follows: 

"DIVORCED SPOUSES; DIVORCE". 

(d) (1) Section 205(b) of such Act is 
amended by inserting "divorced husband," 
after "husband," and "surviving divorced 
husband," after "widower," . 

(2) Section 205(c) (1) (C) of such Act is 
amended by inserting "surviving divorced 
husband," after "wife,". 

FATHER'S INSURANCE BENEFITS 

SEc. 2. (a) Section 202(g) of the Social 
Security Act is amended-

(1) by striking out "widow" wherever it 
appears and inserting in lieu thereof "sur­
viving spouse"; 

(2) by striking out "widow's" wherever it 
appears and inserting in lieu thereof "sur­
viving spouse's"; 

(3 ) by striking out "wife's insurance bene­
fits" in paragraph (1) (D) and inserting in 
lieu thereof "a spouse's insurance benefit"; 

(4) by striking out "he" in paragraph (1) 
(D ) and inserting in lieu thereof "such in­
dividual"; 

(5 ) by striking out "her" wherever it ap­
pears and inserting in lieu thereof "his or 
her"; 

(6 ) by striking out "she" wherever it ap­
pears and inserting in lieu thereof "his or 
she"; 

(7) by striking out "mother" whe,.ever it 
aupears and inserting in lieu thereof "par­
ent"; 

(8) by inserting "or fat . er's" after "moth­
er's" wherever it appears; 

(9) by striking out "after August 1950"; 
and 

(10) by inserting "this subsection or" be­
fore "subsection (a)" in paragraph (3) (A). 

(b) The heading of section 202(g) of such 
Act ls amended by inserting "and Father's" 
after "Mother's"'. 

(c) Section 216(d) of such Act (as amend­
ed by section 1 ( c) ( 1) of this Act) is further 
amended by redesignating para3raph (6) as 
paragraph (8) , and by inserting after para­
graph ( 5) the following new paragraphs: 

"(6) The term 'surviving divorced father' 
means a man divorced from an individual 
who has died, but only if (A) he is the father 
of her son or daughter, (B) he legally 
adopted her son or daughter while he was 
married to her and while such son or daugh­
ter was under the age of 18, (C) she legally 
adopted his son or daughter while he was 
married to her :i.nd while such son or daugh­
ter was under the age of 18, or (D) he was 
married to her at the time both of them 
legally adopted a child under the age of 18. 

"(7) The term 'eurviving divorced parent' 
means a surviving diYorced mother as defined 
in paragraph (3) of this subsection or a 
surviving divorced father as defined in para­
graph (6) .". 

(d) Section 202(c) (1) of such Act (as 
amended by section 1 (a) ( 2) of this Act) is 
further amended by inserting "(subject to 
subsection (s))" before "be entitled to" in 
the matter following subparagraph (D) and 
preceding subparagraph (E) . 

(e) Section 202(c) (1) (B) of such Act is 
amended by inserting after "62" the follow­
ing: "or (in the case of a husband) has in 
his care (individually or jointly with such 
individual) at the time of filing such appli­
cation a child entitled to child's insurance 
benefits on the basis of the wages and self­
employmen t income of such individual". 

(f) Section 202(c) (1) of such Act (as 
amended by section 1 (a) (2) of this Act) is 
further amended by redesigna ting the new 
subparagraphs (I) and (J) as subparagraphs 
(J) and (K), respectively, and by adding 
after subparagraph (H) the following new 
subparagraph: 

"(I) in the case of a husband who has 
not attained age 62 , no child of such indi­
vidual is entitled to a child's insurance 
benefit,". 

(g) Section 202(f) (1) (C) of such Act is 
amended by inserting "(i)" after "(C) ", by 
adding "or" after "223,", and by inserting at 
the end thereof the following new clause: 

"(ii) was entitled, on the basis of such 
wages and self-employment income, to 
father's insurance benefits for the month 
preceding the month in which he attained 
age 65,". 

(h) Section 202(f) (6) of such Act is 
amended by striking out "or" at the end 
of subparagraph (A), by adding "or" after 
the comma at the end of subparagraph (B) , 
and by adding after subparagraph (B) the 
following new subparagraph : 

"(C) the last month for which he was 
entitled to father's insurance benefits on the 
basis of the wages and self-employment in­
come of such individual," . 
REMARRIAGE OF SUR\'IVING SPOUSE BEFORE AGE 

SIXTY 

SEC. 3. Section 202 (f) ( 1) (A) of the Social 
Security Act is amended by striking out "has 
not remarried" and inserting in lieu thereof 
"is not married". 

CREDIT FOR CERTAIN MILITARY SERVICE 

SEC. 4. Section 217(f) of the Social Secu­
rity Act is amended by striking out "widow" 
each place it appears and inserting in lieu 
thereof "surviving spouse", by st riking out 
"his" the firs t three t imes it appears in 
paragraph ( 1) and inserting in lieu thereof 
"such veteran's" , and by st riking out "her" 
each place it appears in paragraph (2) and 
inserting in lieu thereof "his or her". 

TRANSITIONAL INSURED STATUS 

SEC. 5. (a) Section 227(a) of the Social 
Security Act is amended-

( 1) by striking out "wife" wherever it 
appears and inserting in lieu thereof 
"spouse"; 

(2) by striking out "wife's" wherever it 
appears and inserting in lieu thereof 
"spouse's"; 

(3) by striking out "she" wherever it ap­
pears and inserting in lieu thereof "he or 
she"; 

(4) by striking out "his" wherever it ap­
pears and inserting in lieu thereof "his or 
her"; and 

(5) by inserting "or section 202(c)" after 
"section 202(b)" wherever it appears. 

(b) Section 227(b) and section 227(c) of 
such Act are amended-

( 1) by striking out "widow" wherever It 
appears and inserting in lieu thereof "sur­
viving spouse"; 

(2) by striking out "widow's" wherever it 
appears and inserting in lieu thereof "surviv­
ing spouse's"; 

(3) by striking out "her" wherever it ap­
pears and inserting in lieu thereof "the"; 
and 

(4) by inserting "or section 202(f)" after 
"section 202(e)" wherever it appears. 

(c) Section 216 of such Act (as amended 
by the preceding provisions of this Act) is 
further amended by inserting before subsec­
tion (b) the following new subsection: 

"SPOUSE: SURVIVING SPOUSE 

"(a) (1) The term 'spouse' means a wife 
as defined in subsection (b) or a husband 
as defined in subsection (f). 

·· (2) The term 'surviving spouse' means a 
widow as defined in subsection (c) or a 
widower as defined in subsection (g) .". 
EQUALIZATION OF BENEFITS UNDER SECTION 228 

SEC. 6. (a) Section 228(b) (2) of the Social 
Security Act is amended-

(1) by striking out "the husband's bene­
fit" and inserting in lieu thereof "each of 
their benefits"; (2) by striking out "$64.40" 
and inserting in lieu thereof "$48.30" ; and 

( 3) by striking out everything after "sec­
tion 215(i)" the first time it appears and 
inserting in lieu thereof a period. 

(b) Section 228(c) (3) of such Act is 
amended to read as follows: 

" ( 3) In the case of a husband or wife, both 
of whom are entitled to benefits under this 
section for any month, the benefit amount 
of each, after any reduction under paragraph 
(1), shall be further reduced (but not below 
zero) by the excess (if any) of (A) the total 
amount of any periodic benefits under gov­
ernmental pension systems for which the 
other is eligible for such month, over (B) 
the larger of $48.30 or the amount most re­
cently established in lieu thereof under sec­
tion 215(i) .". 

( c) The Secretary shall increase the 
amounts specified in section 228 of the Social 
Security Act, as amended by this section, 
to take account of any general benefit in­
creases (as referred to in section 215(i) (3) 
of such Act) , and any increases under sec­
tion 215(i) of such Act which occur after 
June 1974. 

ILLEGITIMATE CHILDREN 

SEC. 7. (a) Section 216(h) .(3) of the Social 
Security Act is amended by inserting "moth­
er or" before "father" wherever it appears, 
by striking out "his" wherever it appears and 
inser .. ing in lieu thereof "his or her", and by 
striking out "he" in subparagraph (E) and 
inse..-tin": Jn lieu thereof "he or she". 

(b) Section 216(h) (3) (A) (1) of such Act 
is amended by striking out "daughter," at 
the end of clause (III) and all that follows 
and inserting in lieu thereof "daughter; or". 

(c) Section 216(h) (3) (A) (11) of such Act 
is amended by striking out everything after 
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"time" and inserting ln lieu ther~of "sn ch 
applicant's a.ppllca.tlon for benefits was 
filed;". 

(d) Section 216(h) (3) (B) (i) of such Act 
ls a.mended by striking out "daughter," a.t 
the end of clause (III) and all that follows 
and inserting in lieu thereof "daughter; or". 

'(e) Section 216(h) (3) (B) (11) of such Act 
ls a.mended by striking out "such period of 
dlsab111ty beg·a.n" and inserting ln Ueu there­
of "such appllcant's application for benefits 
was filed". 
TREATMENT OF SELF-EMPLOYMENT INCOME OF 

MARRIED COUPLES 

SEc. 8 (a) Section 21l(a) (5) (A) of the 
Socia.I Security Act ls amended to read as 
follows: 

"(A) If two individuals are husband and 
wife and either of them derives any income 
from a trade or business (other than a trade 
or business carried on by a partnership) , a.ll 
of the gross income and deductions attrib­
utable to such trade or business shall be 
treaited as the gross income a.nd deductions 
of the spouse who exercises the greater man­
agement and control of the trade or busi­
ness; except that if each spouse exercises 
equal management and control of the trade 
or business, or the two spouses elect to be 
treated for purposes of this subparagraph as 
exercising equal management and control of 
the trade or business, such income and de­
ductions shall be evenly divided between 
them.". 

(b) Section 1402(a) (5) (A) of the Internal 
Revenue Code of 1954 ls amended to read as 
follows: 

"(A) two individuals are husband and wife 
and eirther of them derives any income from 
a trade or business (other tha.n a trade or 
business carried on by a partnership) , all of 
the gross income and deductions attributa­
ble to such trade or business shall be treated 
as the gross income and deducttions of the 
spouse who exercises the greater manage­
ment and control of the trade or business; 
except that if each spouse exercises equal 
management and control of the trade or 
business. or the two spouses elect to be 
treated for purposes of this subparagraph 
as exercising equal management and con­
trol of the trade or business, such income 
and deductions shall be evenly divided be­
tween them; and". 

( c) The amendments made by this section 
apply with respect to taxable yea.rs beginning 
after December 1981. 
'EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY 

BENEFITS AND ON OTHER DEPENDENTS' OR 
SURVIVORS' BENEFITS 

SEc. 9. (a.) Sections 202(b) (3) , 202(d) (5), 
202(e) (3), 202(g) (3), and 202(h) (4) of the 
Social Security Act are each a.mended by 
striking out "; except that" a.nd an that fol­
lows and inseriting in lieu thereof a period. 

(b) The amendments ma.de by subsection 
(a) shall app'1y with respect to benefits un­
der title II of the Social Security Act for 
months after December 1981, but only in 
cases where the "last month" referred to in 
the provision amended ls a month a.ftei' De­
cember 1981. 

CONFORMING AMENDMENTS 

SEc. 10. (a) Section 202(b) (3) (A) of the 
Social Security Act (as a.mended by section 
1 (a) (6) of this Act) is further amended by 
inserting "(g) ,"after "(f) ,". 

(b) Section 202(q) (3) of such Act ls 
a.mended by inserting "or surviving divorced 
husband" after "widower" in subpa.ragraphs 
(E), (F), and (G). 

(c) Section 202(g) (5) of such Act ls 
amended-

( 1) by inserting "husband's or" before 
"wife's" oo.ch place it appears; 

(2) by inserting "he or" before "she" oo.ch 
place it appears; 

(3) by inserting "his or" before "her" each 
place it appears; 

(4) by striking out "the woman" in sub­
paragraph (B) (11) and "a. woman" in sub­
paragraph (C) and inserting in Ueu thereof 
"the individual" and "a.n individual", re­
spectively; and 

(5) in subparagraph (D), by inserting "or 
widower's" after "widow's", by inserting 
"wife or" before "husband" each place it ap­
pears, by inserting "wife's or" before "hus­
band's" each place it appears, and by insert­
ing "father's or" before "mother's". 

(d) (1) Section 202(q) (6) (A) (i) of such 
Act is amended by striking out "or hus­
band's" in subdivision (I), and by inserting 
"or husband's" after "wife's" in subdivision 
(II). 

(2) Section 202(q) (7) of such Act ls 
a.mended, in subparagraph (B) , by inserting 
"or husband's" after "wife's", by inserting 
"he or" before "she", and by inserting "his 
or" before "her", and in subparagraph (D) 
by inserting "or widower's" after "widow's". 

(e) (1) Section 202(s) (1) of such Act ls 
amended by inserting " ( c) ( 1) , " after " ( b) 
(1) ,". 

(2) Section 202(s) (2) of such Act is 
amended by striking out "Subsection (f) (4), 
and so much of subsections (b) (3), (d) (5), 
(e)(3), (g) (3), and (h) (4), of this section 
as precedes the semicolon," and inserting in 
lieu thereof "Subsections (b) (3), (d) (5), 
(c) (4), (e) (3) , (f) (4), (g) (3), and (h) (4) 
of this section". 

(3) Section 202(s) (3) of such Act ls 
amended by striking out "So much o.f sub­
sections (b) (3) , (d) (5), (e) (3), (g) (3), and 
(h) (4) of this section as follows the semi­
colon, the" and inserting in lieu thereof 
"The". 

(f) The third sentence of section 203(b) 
of such Act ls amended by inserting "or 
father's" after "mother's". 

(g) (1) The text of section 203(c) of such 
Act ls amended to read as follows: 

"(c) Deductions, in such amounts and at 
such time or times as the Secretary shall 
determine, shall be made from any payment 
or payments under this t1t1e to which an in­
dividual ls entitled, until the total of such 
deductions equals such individual's benefits 
or benefit under section 202 for any month-

" ( 1) in which such individual ls under 
the age of 70 and on seven or more dUfer­
en t calendar days of which such individual 
engaged in noncovered remunerative activity 
outside the United States; 

"(2) in which such individual, if a wife or 
husband under age 65 entitled to a wife's or 
husband's insurance beaefit, did not have 
in his or her care (individually or jointly 
with his or her spouse) a child of such 
spouse entitled to a child's insurance bene­
fit and such wife's or husband's insurance 
benefit for such month was not reduced un­
der the provisions of section 202 ( g) ; 

"(3) in which such individual, if a. widow 
or widower entitled to a mother's or father's 
insurance benefit, did not have in his or her 
care a ch1ld of his or her deceased spouse en­
titled to a child's insurance benefit; or 

"(4) in which such an indlvldua.l, if a sur­
viving divorced mother or father entitled to 
a. mother's or father's insurance benefit, dld 
not have in his or her care a. ch1ld of his de­
ceased former spouse who (A) ls his or her 
son, daughter, or legally adopted child, and 
(B) ls entitled to a. child's insurance bene­
fit on the basis of the wages and self-em­
ployment income of such deceased former 
spouse. 
For purposes of paragraphs (2), (3), and (4) 
of this subsection, a child shall not be con­
sidered to be entitled to a child's insurance 
benefit for any month in which paragraph 
(1) of section 202(s) applies or an event 
specified in section 222 ( b) occurs with re­
spect to such child. Subject to paragraph (3) 
of such section 202(s), no deductions shall 
be ma.de under this subsection from any 
child's insurance benefit for the month in 
which the child entitled to such benefit a.t-

talned the age of 18 or any subsequent 
month; nor shall any deduction be made 
under this subsection from any widow's in­
surance benefits for any month in which the 
widow or surviving divorced wife ls entitled 
and has not attained age 65 (but only if she 
became so entitled prior to attaining age 
60) , or from any widower's insurance bene­
fit for any month in which the widow&r or 
surviving divorced husband ls entitled and 
has not attained age 65 (but only if he be­
came so entitled prior to attaining age 60) .". 

(2) With respect to taxable years ending 
on or before December 31, 1981, the number 
"70" in section 203(c) (1) of the Social Secu­
rity Act (as amended by paragraph (1) of 
this subsection) shall be deemed to be "72". 

(h) Section 203(d) of such Act ls a.mended 
by inserting "divorced husband," after "hus­
band," in paragraph (1), and by inserting 
"or father's" after "mother's" each place it 
appears in paragraph (2). 

(1) (1) Section 205(b) of such Act (as 
amended by section 1 ( d) ( 1) of this Act) ls 
further amended by inserting "surviving 
divorced father," after "mother,". 

(2) Section 205(c) (1) (C) of such Act (as 
a.mended by section 1 ( d) ( 2) of this Act) ls 
further a.mended by inserting "surviving 
divorced father," after "surviving divorced 
mother,". 

(J) Section 216(f) of such Act ls amended 
by inserting "(c)," before "(f)" in clause 
(3) (A). 

(k) Section 216(g) of such Act ls amended 
by inserting "(c)," before "(f)" in clause 
(6) (A). 

(1) Section 222(b) (1) of such Act ls 
a.mended by striking out "or surviving 
divorced wife" and inserting in lieu thereof 
", surviving divorced wife, or surviving 
divorced husband". 

(m) Section 222(b) (2) of such Act ls 
a.mended by inserting "or father's" after 
"mother's" each place it appears. 

(n) Section 222(b) (3) of such Act ls 
amended by inserting "divorced husband," 
after "husband,". 

(o) Section 222(d) (1) of such Act ls 
amended by inserting "and surviving di­
vorced husbands" after "for widowers" in the 
matter following clause (111). 

(p) Section 223 (d) (2) of such Act ls 
amended by striking out "or widower" where 
it appears in subparagraphs (A) and (B) 
and inserting in lieu thereof "widower, or 
surviving divorced husband". 

(q ) Section 225 of such Act ls amended by 
inserting "or surviving divorced husband" 
after "widower". 

(r ) (1) Section 226(e) (3) of such Act ls 
amended to read as follows: 

"(3) For purposes of determining entitle­
ment to hospital insurance benefits under 
subsection (b) , any disabled widow age 50 or 
older who ls entitled to mother's insurance 
benefits (and who would have been entitled 
to widow's insure.nee benefits by reason of 
dlsab111ty if she had filed for such widow's 
benefits), and any disabled widower age 50 or 
older who ls entitled to father's insurance 
benefits (and who would have been entitled 
to widower's insurance benefits by reason of 
disab111ty if he had fl.led for such widower's 
benefits), shall, upon application for such 
hospital insurance benefits, be deemed to 
have filed for such widow's or widower's 
benefits.". 

(2) For purposes of determining entitle­
ment to hospital insurance benefits under 
section 226(e) (3) of the Social Security Act, 
as amended by paragraph ( 1) of this subsec­
tion, an individual becoming entitled to such 
hospital insurance benefits as a result of the 
amendment made by such paragraph shall, 
upon furnishing proof of such disa.bllity 
within 12 mont:Vs after the month in whicb 
this Act ls enacted, under s1Jch procedures as 
the Secretary of Heaith and Human Services 
may prescribe, be deemed to have been en· 
titled to the widow's or widower's benefit& 
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referred to in such section 226 ( e) ( 3) , as so 
amended, as of the time such individual 
would have been entitled to such widow's or 
widower's benefits if be or she had filed a 
timely application therefor. 

EFFECTIVE DA TE 

SEC. 11. Except as otherwise specifically 
provided in this Act, the amendments made 
by this Act shall apply with res;pect to 
monthly benefits payable under title II of the 
Social Security Act for months after Decem­
ber 1981. 

SECTION-BY-SECTION ANALYSIS 

A. DEPENDENT CARE AMENDMENTS 

Section 2-Increase in credit percentage 
The Internal Revenue Code currently per­

mits a working individual to take a tax 
credit for day care costs equal to 20 percent 
of the expense, up to 20 percent of $2 ,000 
(or $4,000 if the family has expenses for two 
or more dependents). Thus, the maximum 
credit, for all incomes, is $400 for one de­
pendent, $800 for two or more. 

This bill replaces the current credit of 20 
percent of allowable expenses with a sliding 
credit based on family income. Families with 
incomes of $10,000 or less receive a 50 per­
cent credit, with the credit reduced by 1 
percent for each $1,000 increase in in­
come-until the credit equals 20 percent. 
As income exceeds $40,000, the credit re­
mains equal to the existing 20 percent level. 
This scale targets greater tax relief to those 
most in need of financial assistance in pur­
suit of employment. 

Section 3-Refundable credit 
Currently, the day care tax relief is ap­

plied as a credit against taxes owed. This 
b111 would make the benefit refundable in 
cash to those families whose tax liability is 
less than the value of the credit. Allowing 
the credit to be refundable wm assist mainly 
two dependent families with incomes below 
$20,000 and single dependent families with 
incomes below $14,000. 

Section 4-Increase in allowable expenses 
The bill increases the dependent care ex­

penses upon which a taxpayer may apply 
the credit from $2,000 to $2 ,400 for families 
with one dependent receiving cue, and from 
$4,000 to $4,800 for families with two or more 
dependents receiving care. Because inflation 
has increased the average expense for child 
care from that prevailing in 1976, when 
Congress established the current limits, this 
bill reflects the existing weekly average care 
facillty fee of $50. 

Section 5-Service outside taxpayer's 
household 

Existing law enables taxpayers to take ad­
vantage of the tax credit for dependents 15 
years of age or older if they a.re physically 
or mentally incapable of ca.ring for them­
selves. Currently, families may utilize out­
of-home care only for dependents under age 
15. Therefore, under existing law, a handi­
capped dependent over age 15 must receive 
care in the home. The b111 responds to the 
interest in encouraging families to care for 
elderly and handicapped dependents With­
out institutionalization by permitting Quali­
fied dependents 15 years of age or older to 
receive care outside the home. For care pro­
vided in a child care center. the center must 
comnly with all state and local laws and 
regulations in order for a taxpayer to utilize 
the credit. 

Section 6-Coverage for parent with low 
income 

The dependent care expenses which a tax­
payer may consider for credit computation 
cannot exceed the income of the spouse who 
earns the least. Thus, under current law, a 
parent who engages in substantial full-time 
em'Oloyment or farming, but because or the 
nature of his or her job earns little or no 

income, cannot take full advantage of the 
dependent care credit. This bil'l treats par­
ents engaged in substantially full-time em­
ployment, but who receive little or no in­
come, as if they had earned income for the 
purpose of computing the dependent care 
credit. 

Section 7-Tax exempt status 
The bill eliminates the requirement that 

a non-profit day care facility provide some 
educational purpose to qualify for tax ex­
empt status. This change will permit non­
profit facilities to more readily solicit char­
itable contributions. 

Section 8-Exclusion from income 
The blll excludes the value of dependent 

care provided by employers from the gross 
income of the employee. Although the IRS 
does not currently lltigale thls issue because 
of a temporary congressional ban on IRS 
activity to expand the concept of in-kind 
compensation, under general tax theory em­
ployees should include in their gross income 
the value of dependent care services provided 
by employers. 

Section 9-Employer credit 
To encourage the expansion of on-prem­

ise facilities and the provision of quality 
care services, this bill provides a credit for 
all non-capital expenses incurred by an em­
ployer in providing care to the dependents of 
its employees. The employer could not gen­
erate a profit from the3e activities in order 
to receive a credit. This credit treats the 
non-profit on-premise facility similar to 
community non-profit operations, without 
requiring employers to create a separate en­
tity to operate their facilities . This credit also 
enables small businesses to contra.ct with 
community facilities for the care of their 
employees' dependents. 
Section 10-Rapid amortization for child-care 

facilities 
To encourage the expansion of on-premise 

fa.c111ties, the bill provides incentives for 
employers to make capital investments in 
dependent care. The b111 reduces the cur­
rent special 5-yea.r depreciation period for 
these capital costs to a 3-yea.r period. The 
existing 5-year provision expires at the end 
of this year. By electing to apply the existing 
depreciation provision, an employer loses 
the opportunity to take first year depreciation 
and an investment tax credit which the code 
provides for other capital expenditures. The 
bill eliminates this discrimination against 
child ca.re fac111ties depreciated in this rapid 
manner. The bill also reduces the require­
ment that 80 percent of the children cared 
for by a facility depreciated in the rapid 
manner must be children of employees; the 
bill requires that only a majority of the 
children be those of the employees. Any fees 
charged by an on-premise fa.c111ty cannot 
exceed reasonable operating expenses to 
qualify for accelerated depreciation. 

B. ADOPTION EXPENSE AMENDMENTS 

Section 1-Exclusion from income of 
employee.~ 

Under Current Law, the value of adoption 
benefits provided by employers must be in­
cluded in computing the income of an em­
ployee. This bill permits an employee to ex­
clude from his or her income the value of any 
adoption benefit. This exclusion from income 
parallels the treatment of employer-provided 
medical insurance which covers the cost of 
pregnancy rela. ted expenses. 

Section 2-Deductions for adoption expenses 
Under current law, expenses related to 

an ·adoption such as leg.al b1l1s. ado_:-·-.· ion feeJ, 
and medical expenses of the natural mother 
a.re not deductible. This bill enables a tax­
payer to deduct the reasonable and necessary 
expemes which are directly related to the 
adoption of a child. This provision will en­
courage the adoption of foster children and 
reduce the economic barriers to adoption for 

prospective pa.rents. The adoption must be 
arranged by a public agency or a state au­
thorized or licensed not-for-profit voluntary 
adoption agency. The stipulation on the 
placement agency is intended to protect the 
welfare of the child by assuring that place­
ments a.re not made by totally unqualified 
organizations. 

Section 3-Employer contributions 
deductible 

This bill treats expenses incurred by an 
employer in providing adoption benefits to 
its employees as ordinary and necessary busi­
ness expenses, and thus deductible as a. trade 
or business expense. Under current l·aw, an 
employer can take a deduction only by in­
cluding the value of the benefit in the wages 
of the employee. This section treats adoption 
benefits as a true fringe benefit rather than 
as a form of wages for tax purposes. 

C. FOSTER CARE AMENDMENTS 

Under current law, a taxpayer may take a 
dependent deduction only if he or she pro­
vides over half the support to a child during 
the taxable year. However, taxpayers who pro­
vide support as foster parents to many chil­
dren throughout the year, each for a short 
period of time, usually cannot qualify for a 
dependent deduotion because they do not 
provide over half for a single child during the 
year. 

This bill ·amends the definition of "depend­
ent" by permitting a taxpayer to be treated 
as having one dependent if the taxpayer has 
a foster child in the home for at least 270 
days during t'he taxable year, regardless as 
to whether or not it is the same child, and 
provides over half the support for ea.ch child 
used in computing the period. This bill 
would thus enable taxpayers acting as foster 
pa.rents for a substantial period during the 
year to qualify for a dependent exemption 
and to take advantage of deductions for med­
ical expenses incurred for the care of foster 
children. This change in the definition of 
dependent injects greater equity into the 
t ax code by treating all taxpayers similarly, 
regardless of whether the support they pro­
vide is for their own or foster children. 

D. SOCIAL SECURITY AMENDMENTS 

Section 1-Dtvorced husband benefits 
Section 1 would equalize the treatment of 

divorced spouses. Under current law, a di­
vorced woman qualifies for benefits on a for­
mer husband's wage record when she reaches 
age 62, at 60 if her former husband is de­
ceased, or at age 50 if she is a disJ.bled 
widow. A divorced man, however, qualifies 
for benefits on a former wife's wage record 
when he reaches age 62 and his former wife is 
s t ill living. This provision would make the 
eligibility criteria. for men the same as those 
now existing for women. 

A report issued by HHS estimates that this 
change would a.ffect about 500 men and cost 
about $1 million in additional benefits in 
each of the first five years. The long-range 
program and administrative costs would be 
negligible. 

Section 2-Father's insurance benefits 
This nrovision, which equalizes the treat­

ment of spouses ca.ring for young children, 
has the broadest impact of any of the pro­
visions. Currently, a mother caring for young 
children receives benefits for herself and 
children if her husband (or former hus­
band) is deceased or re"eiving disability or 
retirement benefits. A father rece~'lres bene­
fits only if his wife (or former wife) is de­
ceased. Section 2 extends benefits to fathers 
ca.ring for youno; children if his wife (or 
former wife) is disabled or retired. 

HHS estimates that 2,000 men would be­
come newly eligible for benefits based on 
earnincz;s of their reUred, deceac:ed, or dis­
able:i wives. These additional ben~fits would 
average between $3 and $4 mllUon a year 
for the first five yea.rs. 
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Section 3-Remarriage of surviving spouse 
before age sixty 

A widow under existing law qualifies for 
benefits based on a deceased first husband's 
earnings if 3he has remarried before age 60 
and is divorced or widowed from her second 
husband when she applies for benefits. A 
widower, however, cannot receive such 
benefits based on a first wife's earnings if 
he has remarried before age 60, even though 
the later marriage has terminated. This sec­
tion enables widowers to qualify for sur­
vivor benefits on the same basis as widows. 

This provision affects very few widowers 
since most are insured on the basis of their 
own earnings. 
Section 4-Credit for certain military service 

Currently a widow can waive a payment 
of a civil service survivor's annuity based 
on whole or in part on credit for military 
service performed prior to 1957. A widow 
can apply these credits to qualify for, or 
raise, her social security widow's benefit. 
A widower, however, cannot waive payment 
of such an annuity in order to credit his 
earnings record. This provision puts no fi­
nancial demand on the social security trust 
funds as military service credits are provided 
out of general revenues. 

Section 5-Transitional insured status 
Some individuals had no opportunity to 

qualify for social security retirement bene­
fits because of their age when the program 
began (eg. those born in 1898 or before). 
In order to assure some retirement income 
to those people, Congress enacted a special 
monthly payment provision for persons in 
this age category. Currently, wives and 
widows of men qualifying under this pro­
vision receive a benefit based on the hus­
band's record; no benefits are provided to 
husbands and widowers of women eligible 
for the benefit. This section eliminates this 
distinction, enaibling men to qualify for the 
benefit. 

Today, very few persons qualify for this 
benefit and only a few additional persons 
would receive funds under this change. In 
time, this provision is made ineffective as 
perrnns born prior to 1891 bec-0me deceased. 

Section 6-Equalization of special age 72 
benefits 

Under current law, individuals attaining 
72 before 1968 qualify for a special transi­
tional benefit. An entitled individual re­
ceives a monthly benefit of $117. However, 
when a husband and wif<> each qualify on 
their own merits, the husband receives $117 
while the wife receives $58.50 (one-half the 
benefit she would recei. "f· 1 . she were single) . 
This secti-0n equalizes benefits by providing 
for full payment of $117 to each qualified in­
dividual regardless of marriage status or sex. 

Equalizing benefits costs approximately 
one-halt million dollars, wit'h the cost de­
clining to zero as qualifying individuals be­
come deceased. In addition, this change does 
not place an additional burden on trust fund 
moneys since general revenues provide 98 
percent of its funding. 

Section 7-Illegitimat.e children 
Current law applies the interstate inherit­

ance statute of the aipplicant's residence in 
determining whether the applicant qualifies 
as a child of the insured. In those states in 
which an illegitimate child cannot inherit 
from the .estate of his parent, the law es­
tablishes the relationship of parent and 
child. There are two means of establishing 
pa.tern! ty which cannot be used to establish 
maternity. This provision eliminates the dif­
f.ering standards of evidence, permitting 
methods used to establish paternity to also 
establish maternity. 

Section 8-Self employment income 
In some states , the entire amount of self­

employment income of a couple ls consid­
ered, for social security purposes, to be the 

husband's income. In other states, all of 
the inc-0me is credited to whichever spouse is 
more active in the business. 

This section of this bill offers couples en­
gaged in self-employment two options. First, 
they may split their income equally among 
themselves. Second, the spouse who exercises 
the greatest management and control can 
have the full amount credit to his or her 
account, This section provides equal credit 
for equal work and enables women to be­
come covered for disability and retirement 
on the same basis as men. 

Section 9-Childhood disability benefits 
Existing law discourages people who were 

disabled as children from marrying and re­
turning to work. Because their disabilities 
occurred before they reached working age, 
these early disabled individuals receive bene­
fits based on a parent's wage record. 

Currently, if two such disabled persons 
marry and the husband's health improves, 
the disabled wife loses her benefi•ts. How­
ever, if the wife's health improves, the hus­
band's benefits continue. This section in 
the propo!;ed bill eliminates the bias against 
the importance of wives' earnings. 

Mrs. HAWKINS. Mr. President, I rise 
to join the distJnguished Senator from 
Ohio <Mr. METZENBAUM) in introducing 
legislation entitled the Dep dent Care 
Amendments Act of 1981. We propose to 
amend the Internal Revenue Gode to as­
sist workingwomen in obtaining reliable 
quality child care. 
· By 1978, more than half of 16.1 mil­

lion mothers with children under the age 
of 18 were in the labor force. Of these 
working mothers, 5.8 mm:on had chil­
dren under the age of 6. By 1990, two­
thirds of all mothers with ch'ldren under 
age 6 will be in the work force, and three­
fourths of all two-parent families will 
have both parents in the work force. 

This tremendous increase in the num­
bers of workingwomen has obviously led 
to the expansion of Government spend­
ing and support for child care services, 
with aid being focused on lower income 
Americans. In 1978, the Federal Govern­
ment spent over $2.5 billion on child 
care. About 90 percent, or $1.8 billion, 
was in the form of direc·t Federal support 
through ~ix Federal programs: First. 
title XX; second, 1lead Start; third, 
child care food program; fourtih, title I; 
fifth, AFDC work expense allowance; 
and sixth, work incentive program. All 
of these Federal programs target their 
child care services to low-income Ameri­
cans. Only the remaining 10 percent in 
indirect Federal subsidies, through the 
dependent care t.ax credit and the amor­
tization of child care facilities, assist 
middle class working mothers. 

While this Federal outlay is large, it 
is only 25 percent of the estimated U.S. 
expenditures for child care. The brunt of 
the financial burden of child care con­
tinues to be borne by the families of 
working mothers. Many of these mothers 
are working not for their own career 
advancement, but out of economic ne­
cessity. Incre<1singly, these women are 
middle class citizens trying to make ends 
meet. 

Yet in the existing economic climate, 
women in the middle class, suffering un­
der an ever-incre sin_ burden of infla­
tion, are discouraged. from entering the 
workforce and increasing our Nation's 
productivity, because of the cost of child 
care. The legislation we are offering to-

day would ease this financial burden by 
increasing the dependent care credit by 
providing for rapid amortization of child 
care facilities over 3 years instead of 5. 
Our bill seeks to aid working mothers 
with minor children who are forced to 
work outside the home. Since the Fed­
eral Government funding for child care 
primarily serves low-income families, 
there is a growing need to assist middle 
class mothers who are entering the work­
force out of economic necessity. 

With two important differences, this 
legislation is identical to H.R. 1894, in­
troduced in the House of Representatives 
by Representative BARBER CONABLE, the 
ranking Republican on the House Ways 
and Means Committee. Our bill would 
add a provision excluding the value of 
qualified household and dependent care 
services from the definition of income 
for tax purposes. Under cuTrent law, em­
ployer contributions to child care serv­
ices for employees are treated by the 
IRS in different ways depending on the 
circumstances of the contribution. 

In some cases, the IRS may consider 
child care services as income to em­
ployees, rather than as a general benefit 
to attract employees and therefore not 
income. This provision will end the con­
fusion over the taxability of child care 
services and benefit the women who are 
working out of economic necessity and 
cannot afford to be taxed for these serv­
ices. 

The se:cond change from the Conable 
bill is a provision that amends section 
188(a) of the Internal Revenue Code to 
allow rapid amortization of child care 
facilities over a 3-year period instead of 
the current 5-year period. This amend­
ment seeks to encourage industries to es­
tablish onsite child care facilities for 
their em"'loyees. Industries that have es­
tablished child care services for their em­
ployees have found that the child care 
centers resulted in lower job turnover, 
lower absenteeism 1and tardiness, im­
proved employee morale and improved 
recruitment of new employees. 

Desp'te these benefits, there are cur­
rently only 15 child care centers spon­
sored by industries in the United States. 
The current 60-month amortization of 
child care facility expenses has not 
proven to be as advantageous to some 
employers as the usual tax incentives, so 
we are shortening the time period for 
amo.::·t ization in an attempt to encourage 
the establishment of child care, centers 
by industry. 

There are those who will argue that 
this proposal runs counter to the urgent 
need for Government austerity mani­
fested in the Reagan budget proposals. 
That argument misunderstands the na­
ture of the economy and the tax system. 
It is part of the argument that holds that 
all income is by rights the property of 
the Government, except for that portion 
that the Government deigns to permit 
the worker to keep. In other words, this 
legislation creates a tax expenditure. 

This argument further holds that we 
can balance the budget by increasing 
taxes, something we have been trying to 
do for years, with remarkably little suc­
cess. I would argue exactly the opposite: 
It is only by reducfrig tax burdens that 
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we will generate the economic activity 
which will permit us to balance the 
budget. 

In this case, Mr. President, we would, 
in effect, extend the investment tax 
credit to individual workers. For the 
woman with small children in the home, 
an investment is required before she can 
become economically productive. The in­
vestment must take the form of. ~o~e 
kind of payment for child care facilities. 
This legislation would improve the a~­
plicability of that invest~ent tru_c. credit 
to individuals, and to the mdustrie~, ~nd 
to the industries which will be building 
the facilities for their workers. 

Mr. President, this legislation is 
needed, desirable, productivity enhanc­
ing, and a matter of equity. I urge Sen­
ators interested in these concepts to 
work with me in enacting this and sim­
ilar legislation targeted to the problems 
of working mothers. · 

Mr. METZENBAUM. Mr. President, I 
commend the distinguished Senator 
from Florida for a very able and incisive 
statement on this subject. I know that 
she has had a good deal of experience 
and background along this line in pri­
vate life, and we are pleased to h~ve 
her support, assistance, and cooperation 
in connection with the proposed legis­
lation. 
e Mr. TSONGAS. Mr. President, today 
I am pleased to join Senator METZEN­
BAUM in introducing three bills that sup­
port American families. They will · im­
prove our networks of day care, foster 
care, and adoption without any increase 
in Federal spending. 

This legislation deals with realities 
faced by American families: 

Single-parent households are increas­
ing. Families with two wage earners are 
increasing. Yet day care facilities are 
far too limited. The cost of quality day 
care is skyrocketing. 

All children deserve families that care 
for them. Yet some children remain in 
institutions because potential parents 
cannot afford to care for them. 

We must devise cost-effective policies 
that face these realities. 

DAY CARE 

More and more women are joining 
the work force, motivated by a mix of 
economic survival and personal fulfill­
ment. More than 6 mmton children of 
preschool age have mothers who work, 
yet only 2 percent of the kids are in day 
care centers. For some women, day care 
can mean the d;fference between self­
support and welfare. 

The Dependent Care Amendments Act 
of 1981 jncreases the current child ca.re 
tax credit based on ability to pav. This 
is vital to low-income families who are 
losing beneilts as the Federal budget is 
cut. In addition, the bill rajses incen­
tives for industry to orovide dav ca,l"e. It 
also fills in gaps in the tax cred~t stru~­
ture for older handicapned chiloren and 
adults who are cared for outside of the 
home. 

I believe that Federal incentives for 
day care are cost-effective becauc;e thev 
incrE>ase emolovment ~nd tax revenues. 
The help out families and help our econ­
omy as well. 

FOSTER CARE AND ADOPTION 

The foster care amendment also would 
strengthen the American family. It im­
proves the chances for a chlld to find a 
soAid, supportive family rather than en­
during a childhood of revolving door. It 
emphasizes the temporary nature of 
foster care while recognizing this trou­
bling time in a child's life. 

The fact is that the financial burdens 
of foster care are far greater than foster 
care stipends. Most foster families spend 
a great deal more than is allotted. Fam­
ilies that would give foster children the 
love and support they need may be un­
able to offer it, or to stay with it over 
time. 

This bill attacks the shortage of qual­
ity foster homes by letting families claim 
as dependents any foster children in 
their home for at least 260 days. It is a 
sensible, overdue initiative to help chil­
dren grow up in a stable, family unit. 

The adoption amendment provides 
some tax relief for adoption expenses. 
The cost of adoptions continue to rise. 
In an era when the Congress has cut 
spending in many family assistance pro­
grams we must provide a different kind 
of assistance to families who would like 
to open their homes to children through 
adoption. The bill not only addresses the 
expenses incurred by the adoptive fam­
ily, it makes adoption expenses paid by 
an employer tax exempt. 

Mr. President, strong family units are 
vital to America's future. I know my 
colleagues are united in this be!ief, and 
I urge bipartisan support for these cost­
eff ective efforts to make American fam .. 
ilies stronger.• 

By Mr. HOLl.iINGS (for himself 
and Mr. WEICKER): 

S. 1482. A bill to amend certain provi­
sions of the act of May 27, 1970, to pro­
vide a procedure for determining 
whether a plan for the Federal Govern­
ment to participate in an international 
exposition should include construction of 
a Federal pavilion, whether such Federal 
pavilion should be a permanent struc­
ture, and for other purposes; to the Com­
mittee on Foreign Relations. 

CONSTRUCTION OF PAVILIONS FOR 
INTERNATIONAL EXPOSITIONS 

e Mr. HOLLINGS. Mr. President, last 
year, as chairman of the Subcommittee 
on State, Justice, Commerce Appropria­
tions, I asked the . General Accounting 
Office to look into the financial manage­
ment of the Knoxville International 
Energy Exposition, or "Expo '82" which 
is now known as the 1982 World's Fair. I 
was prompted to re-quest this investiga­
tion because of allegations concerning 
the way contracts were being awarded 
that involved Federal funds. 

On March 20, 1981, the GAO submitted 
their report which indicated that suffi­
cient controls have been established to 
prevent exorbitant profits from being 
realized by the developers and contrac­
tors in connection with the World's Fair. 
However, the GAO also made a series of 
recommendations to the Congress that 
will avoid unnecessary expenditures and 
maximize residual use of U.S. pavilions 
constructed as part of such expositions 
in the future. I rise today to introduce 

legislation to carryout those recom­
mendations and urge that it be promptly 
enacted. I am pleased that Senator 
WEICKER, who now chairs the State­
Justice Subcommittee, is joining me in 
submitting these critically needed 
reforms. 

As the Senators will recall, I opposed 
the Federal participation in "Expo '82." 
While the recent resuscitation efforts by 
the new administration will apparently 
insure a viable program in Knoxville 
next year, the events over the last 2 years 
are a case study of what is wrong with 
the current law governing U.S. participa­
tion in international expositions. 

When we first got into this project it 
was evident that a key purpose of the 
fair was to redevelop a railroad yard ad­
jacent to Knoxville's downtown business 
district as a site for new office buildings, 
hotels, and civic buildings. The involve­
ment of one prominent Tennessee 
banker was particularly evident to the 
point that Federal participation would 
not have been authorized except for his 
associations with the Carter administra­
tion. Senator WEICKER and I were both 
concerned that this fair had no real pur­
pose, inasmuch as it was called an inter­
national energy exposition, an area that 
America has precious little to exhibit. 

Even if there was a better theme, it is 
disturbing that these international ex­
positions were becoming scantily dis­
guised efforts to develop rundown areas 
with massive infusions of Federal funds 
under the name of a world's fair. In 
this particular case, GAO has estab­
lished that the total Federal investment 
is now more than $44 million of which 
$21 million is associated with the Fed­
eral pavilion, and the remaining $23 
million composed of an assortment of 
grants from the Departments of Housing 
and Urban Development, Commerce, 
Energy, Interior, as well as the Ap­
palachian Regional Commission for 
various improvements and construction 
of buildings at the fair site. 

The total funding of the fair is $1 77 
million, and the remaining $133 million 
consists of less than $15 million in de­
velopers' equity e.nd survey funds. The 
bulk of the non-Federal funds is city and 
industrial bonds, as well as $45 million 
in loans by national and Knoxville 
banks. 

Mr. President, not only was "Expo '82" 
premised on the wrong theme and 
shakey financing. but no clear afteruse 
of the $12,300,000 Federal pavilion has 
been established. As the GAO report 
clearly shows, there was little coopera­
tion between the Department of Com­
merce and the General Services Admin­
istration in the development of this proj­
.ect. GSA had determined that the Fed­
eral Government had a definite need for 
100,000 square feet of office space in 
Knoxville, but due to lack of coopern­
tion from Commerce-which apparently 
was hellbent on giving the building to 
the University of Tennessee-gave up in 
trying to get the pavilion designed for 
Federal afteruse. 

GSA decided to convert the post office 
and courthouse building in Knoxville, 
and in addition adapt several historic 
buildings in downtown Knoxville to 
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satisfy its space requirements. Within 
the last few weeks we have learned that 
the University of Tennessee does not 
plan to take the building which the De­
partment of Energy has said is not even 
energy efficient in itself. 

Since 1962 there have been five 
World's Fairs, of which three have been 
held in the United States, excluding the 
Hemis Fair at San Antonio in 1968 which 
apparently was not designated as a 
World's Fair even though our involve­
ment amounted to $6,8JO,OOO. 

As the Senators will recall, the Federal 
Government wound up paying $530,000 
to demolish the $10,400,000 Federal 
building constructed for the 1964 New 
York World's Fair when no one would 
take it off of the Government's hands. 
Hopefully, we will not have to repeat 
that tragic event in Knoxville, but it is 
imperative that before we become in­
volved in another World's Fair, we must 
strengthen the laws governing our par­
ticipation .to insure that a permanent 
facility is absolutely required and that 
the residual use of the facility is clearly 
documented. 

Mr. President, we are going to be into 
another World's Fair quicker than you 
might expect, for on April 17, 1981, Pres­
ident Reagan authorized the U.S. partic­
ipation in the 1984 Louisiana World Ex­
position in New Orleans. The Federal 
participation in this World's Fair is to 
be limited to $10,000,000. However, the 
current estimates for the Federal pa­
vilion range from $20,000,000 to $40,000,-
000. We certainly should be skeptical 
of holding the U.S . .participation to 
$10,000,000. 

Before we become involved in another 
World's Fair just 2 years after Knoxville, 
I believe that the Congress should re­
view and develop a more comprehensive 
policy than now governs our participa­
tion in such events. I am informed that 
under current rules and regulations the 
United States can host a World's Fair 
every 2 years if it so desires. ·There are 
those who believe that frequently hold­
ing such events in the United States can 
be an important part of the Govern­
ment's trade promotion activities. Con­
gress may eventually share that judg­
ment, but at the moment Congress has 
not been involved in any such decision. 

The Secretary of Commerce will soon 
be transmttting the legisl:ation authoriz­
ing U.S. participation at the 1984 Louisi­
ana World Exposition, and I call on the 
Committee on Foreign Relations to use 
that opportunity to carefully develop a 
rational policy for Federal participation 
in such events. In that regard I call to 
the itttent.ion of t,be ~Pn~h~ o-n ~n -:n1;ic1P. 

entitled "Are Fa.irs Obsolete?" thait ap­
peared in the New York Times of June 3, 
1981. I shall ask unanim'Jus consent that 
the article be printed in the RECORD at 
the conclusion of my remarks. 

Mr. President, at the minimum I be­
lieve that the Congres~ should amend 
Public Law 91-269 which presently gov­
erns U.S. participation in international 
expositions along the lines recommended 
in the GAO report of March 20, 1981. 
Accordinglv, we are submitting amend­
ments similar to those proposed in that 
report providing for full documentation 
by the Secretary of Commerce, as well 

as the Administrator of the General Serv­
ices Administration, that a permanent 
structure is required for the U.S. Pavil­
ion. Furthermore, these amendments 
would insure that the rE:sidual needs of 
the Government are met in the design 
of the Pavilion, and that the appropria­
tion for the construction of the building 
includes funds necessary to convert the 
Pavilion to the identified Federal need. 

Mr. President, I wish to acknowledge 
the assistance of Jimmy Behling who in­
terned in my office last month and was 
of great assistance in the preparation of 
this statement. I ask unanimous consent 
that the li!l and the artic es referred to 
earlier be printed in the RECORD. 

There being no objection, the bill and 
the article were ordered to be printed in 
the RECORD, as follows: 

s. 1482 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That sec­
tion 3 of the Act of May 27, 1970 (84 Stat. 
272; 22 U.S.C. 2803) is amended by-

( 1) striking out "The" and inserting in 
lieu thereof " (a) The"; 

(2) redesignating clauses (a), (b), and (c) 
as clauses (1), (2) and (3) respectively; 

(3) striking out all after the period where 
it first appears in clause (3) as redesignated 
in clause ( 2) of this Act and inserting in 
lieu thereof the following: "The Secretary 
of Commerce shall include in such plan any 
documentation descri.bed in subsection (b) 
( 1) (A) of this section, a rendering of any 
design described in subsection (b) (1) (B) of 
this section, and any recommendation based 
on the determination under subsection (b) 
(1) (C) of this section."; and 

(4) by adding at the end thereof the fol­
lowing new subsections: 

"(b) (1) In developing a. plan under sub­
section (a.) ( 3) of this section the Secretary 
of Commerce shall consider whether the plan 
should include the construction of a Federal 
pav111on. If the Secretary of Commerce deter­
mines that a. Federal pa.v111on should be 
constructed, he shall request the Admin­
istrator of General Services (hereafter in this 
section referred to as the 'Administrator') to 
determine, in consultation with such Secre­
tary, whether the Federal Government needs 
a permanent structure in the area of the 
exposition. If the Administrator determines 
that any such need exists-

" (A) the Administrator shall fully docu­
ment such determination, including the 
identification of the need, and shall transmit 
such documentation to the Secretary of 
Commerce; 

"(B) the Secretary of Commerce, in con­
sultation with the Administrator, shall de­
sign a pavilion which satisfies the needs of 
the Federal Government for-

"(i) participation in the ex9osition; and 
"(11) permanent use of such pavmon after 

the termination of participation in the ex­
position; and 

"(C) the Secretary of Commerce shall de­
termine whether the Federal Government 
should be deeded a satisfactory site for the 
Federal pav111on in fee simnle. free of all liens 
and encumbrances. as a condition of partici­
pation in the exposition. 

"(2) Notwithsta.ndin<? parMraph (1) (B) of 
this subsection, 1f the Secretary of Com­
merce, in consultation with the Administra­
tor, determines that no desiJ?n of a Federal 
pavilion will satisfy both needs desrribed in 
paragraph (1) (B) of this subsection. the 
Secretary shall design a temporary Federal 
pav111on. 

"(c) Upon authorization of the Congress 
approving the participation and the proposal 
submitted under subsection (a) of this sec-

tion, there shall be authorized to be appro­
priated such sums as may be ne::essary-

" ( 1) to construct a Federal pav111on in ac­
cordance with the plan prepared pursuant to 
subsection (a) (3) of this section; 

"(2) 1f the Federal pav111on is not tem­
porary, to modify such Federal pav111on after 
termination of participation in the exposi­
tion if modification is necessary to adapt 
such pav111on for use by the Federal Govern­
ment to satisfy a need described in subsec­
tion (b) (1) (B) (11) of this section; and 

"(3) if the Federal pav111on is temporary, 
to dismantle, demolish, or otherwise dispose 
of such Federal pav111on after termination of 
Federal particiaption in the exposition. 

" ( d) For the purposes of this section-
" ( 1) a Federal pavilion shall be considered 

to satisfy both needs described in subsection 
( b) ( 1) ( B) of this section if the Federal 
pav111on which satisfies the needs described 
in paragraph (1) (B) (i) of such subsection 
can be modified after completion of the ex­
position to satisfy the needs described in 
paragraph (1) (B) (11) of such subsection; 
and 

"(2) a Federal pavmon is temporary if the 
Federal pav111on is designed to satisfy the 
minimum needs of the Federal Government 
described in subsection (b) (1) (B) (i) of this 
section and is intended for disposal by the 
Federal Government after the termination of 
participation in the exposition.". 

ARE FAmS OBSOLETE? 
(By Howard P. Segal) 

ANN ARBOR, MICH.-Is it time to end world's 
fairs? 

Scholars of fairs, gathered at a symposium 
last fall at the Queens Museum, in Flushing 
Meadows, N.Y., commemore.tlng the 1939-40 
New York World's Fair, agreed that "The 
World of Tomorrow"-the theme of that 
fair-was the boldest in a. succession of 
world's fairs dating back to London's Crystal 
Palace Exhibition of 1851. 

Although other international expositions 
from 1851 onward displayed no-less-impres­
sive exhibits than New York's did, the 1939-
40 fair alone announced the prospect of cre­
ating a veritable utopia. in the very near fu­
ture-by 1960, to be exact. The most famous 
exhibit, the General Motors Futurama, de­
signed by Norman Bel Geddes, showed "The 
World of Tomorrow" as almost within his 
and other planners' grasp. For them, as for 
scores of other utopian prophets beginning 
with Francis Bacon in the 17th century and 
continuing through, among others, Buckmin­
ster Fuller today, technology held the key to 
transforming utopia from the "impossible" to 
the "possible" and even the "probable." 

Forty years later, those at the symposium 
reflected on the considerable gap between 
what he.d been predicted in 1939-40 and what 
had been achieved. As with so many other 
technological utopias-and not only fairs but 
model communities and visionary writings, 
too-the problem has been twofold: the in­
ab111ty to predict the "real" future techno­
logically and non-technologically, and the 
inab111ty to translate actual technological ad­
vances into equivalent social advances. Thus, 
Norman Bel Geddes, Henry Dreyfuss, Ray­
mond Loewy, and Walter Dorwin Teague-the 
four major industrial designers of the New 
York fair-were excessively optimistic both 
in their shared chronology for the future and 
in their shared assumption that technology 
would solve nearly all future problems. By 
1960, American society resembled Futura.ma 
and its peer exhibits only in bare outline­
in its sleek skyscrapers and superhighways. 
Much remained to be filled in and obviously 
still does. 

Of the numerous symposium participants, 
only one appeared confident that the future 
really could stm be so fashioned and thus 
improved : the Knoxville Fair representative, 
who gave a. lively talk on "From Out of His­
tory Comes Energy Expo '82-the Knoxville 
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World's Fair." Moreover, he exuberantly 
named all definite or possible sites for world's 
fairs between 1981 and 2001. 

Among planners of coming fairs there 
seems little concern for the future of fairs 
as social and culture.I artifacts. Apart from 
the always sensitive question of finances, 
isn't there a no-less-weighty question of the 
ut111ty of world's fairs as conveyors both of 
ideals and of technical information? Just as 
postage stamp, peace ships, and peace con­
gresses no longer are viewed as efficient 
means of achieving international harmony, 
perhaps world's fairs ought not to be so 
viewed. Simply bringing together masses of 
people into one geographical space is hardly 
a serious route to that admirable goal. Other 
means to world peace more suitable to the 
late 20th century should be sought. 

Technology comes readily to mind, whether 
a m1U1ll'i.ry de~~rrent or in mor~ pos~t.1ve 
forms. Yet it is the advance of technology 
since 1939-40 that has probably rendered 
fairs obsolete. The revolution in electronics 
and information processing, barely envi­
sioned in 1939-40, has made possible instan­
taneous visual communication throughout 
most of the globe and has drastically reduced 
the amount of time elaps'.ng between gener­
ations of computers and other maohines. 
Hence, the other principal purpose of inter­
national expositions-bringing technological 
advances to the attention of the largest num­
ber of people in the most effective way-has 
likewise been severely undermined. 

This is not to say that the mundane inter­
national tre.de fairs, as distinct from world's 
fairs, that predated even the Crystal Pa.lace 
Exhibition, and that persist today, a.re neces­
sarily obsolete. Nor are the amusement parks 
that accompanied world's fairs. But they 
have no serious social and cultural preten­
sions. Rather, it ls to say that the interna­
tional extravaganzas exemplified by the 1939-
40 fair ma.y, like its streamlined style, no 
longer be appropriate to contemporary so­
ciety. 

Those who, like the Knoxville Fair repre­
sentative, claim that history is fundamen­
tally continuous, and that forms of social, 
cultural, and technological expression should 
therefore be continuous as well, ought to re­
consider these assumption. World's fairs have 
not always been with us, and need not be, 
particularly if they no longer serve their in­
tended purposes. The same technological 
progress that inspired so many fair deisgners 
and patrons may have ultimately rendered 
the object of their affections irrelevant to 
the future.e 

ADDITIONAL COSPONSORS 
s. 170 

At the request of Mr. PACKWOOD, the 
Senator from Pennsylvania <Mr. 
SPECTER) was aclded as a cosponsor of 
S. 170, a bill to amend the Internal 
Revenue Code of 1954 to allow the 
charitable deduction to taxpayers 
whether or not they itemize their per­
sonal deductions. 

s. 1561 

At the request of Mr. CRANSTON, the 
Senator from Arizona <Mr. DECONCINI) 
was added as a cosponsor of S. 561, a bill 
to extend the authorization of the ap­
propriations for programs under the 
Child Abuse Prevention and Treatment 
Act and the Child Abuse Prevention and 
Treatment and Adoption Reform Act of 
1978, and for other purposes. 

s. 1569 

At the request of Mr. JEPSEN, the Sen­
ator from Maine <Mr. COHEN) was added 

as a cosponsor of S. 569, a bill to amend 
the Internal Revenue Code of 1954 to 
prov.i.de an investment tax credit for cer­
tain soil and water conservation expend­
itures. 

s. 584 

At the request of Mr. HATCH, the Sen­
ator from North Carolina <Mr. HELMS), 
the Senator from New Mexico <Mr. 
SCHMITT), and the Senator from New 
Mexico <Mr. DoMENICI) were added as 
cosponsors of S. 584, a bill to amend sec­
tion 1979 of the Revised Statutes < 42 
U.S.C. 1983), relating to civil actions for 
the deprivation of rights, to limit the 
appl:cability of that statute to laws re­
lating to equal rights. 

s. 585 

At the request of Mr. HATCH, the Sen­
ator from New Mexico <Mr. SCHMITT), 
the Senator from North Carolina <Mr. 
HELMS), and the Senator from New 
Mexico <Mr. DOMENICI) were added as 
cosponsors of S. 585, a bill to provide a 
special defense to the liability of politi­
cal subdivisions of States under section 
1979 of the Revised Statutes < 42 U.S.C. 
1983) relating to civil actions for the 
deprivation of rights. 

s. 756 

At the request of Mr. HOLLINGS, the 
Senator from Nevada <Mr. CANNON) was 
added as a cosponsor of S. 756, a bill to 
amend Military Selective Service Act to 
provide-for the reinstitution of the regis­
tration and classification of persons un­
der such act and to reinst1te the author­
ity of the President to induct persons 
involuntarily into the Armed Forces, and 
for other purposes. 

s. 791 

At the request of Mr. MITCHELL, the 
Senator from Maine <Mr. COHEN) was 
added as a cosponsor of S. 791, a bill to 
amend the Internal Revenue Code of 
1954 to exclude certain service performed 
on fishing boats from coverage for pur­
poses of unemployment compensation. 

s. 881 

At the request of Mr. RUDMAN, the Sen­
ator from Texas <Mr. BENTSEN), the Sen­
ator from Ohio <Mr. GLENN), the Senator 
from Massachusetts <Mr. TsoNGAs), the 
Senator from Uta;h <Mr. GARN), the Sen­
ator from Kansas <Mr. DoLE), the Sen­
ator from Michigan <Mr. RIEGLE), the 
Senator from New Jersey <Mr. BRADLEY), 
the Senator from Texas <Mr. TOWER), 
the Senator from Massachusetts <Mr. 
KENNEDY), the Senator from Oregon 
Mr. HATFIELD), the Senator from Vir­
ginia <Mr. WARNER), the Senator from 
Pennsylvania <Mr. HEINZ), the Senator 
from Rhode Island <Mr. CHAFEE), the 
Senator from New York <Mr. MOYNI­
HAN) , the Senator from New York <Mr. 
D' AMATO) , the Senator from Missouri 
<Mr. DANFORTH). the Senator from Illi­
nois <Mr. PERCY), the Senator from 
Arizona (Mr. GOLDWATER). the Senator 
from Nebraska <Mr. ZORINSKY), the Sen­
ator from Rhode Island <Mr. PELL), the 
Senator from South Carolina <Mr. HoL­
LINGs), the Senator from Alaska <Mr. 
MURKOWSKI) , the Senator from New 
Hampshire (Mr. HUMPHREY)' the Sen­
ator from Oklahoma <Mr. BOREN), the 

Senator from Vermont <Mr. LEAHY), the 
Senator from Florida <Mrs. HAWKINS), 
the Senator from Maryland <Mr. SAR­
BANEs), the Senator from Connecticut 
<Mr. DoDD), the Senator from North 
Dakota (Mr. BURDICK), the Senator from 
Arkansas <Mr. PRYOR), the Senator from 
Wyoming <Mr. SIMPSON), the Senator 
from South Dakota <Mr. ABDNOR), the 
Senator from Ohio (Mr. METZENBAUM). 
the Senator from Pennsylvania <Mr. 
SPECTER) , the Senator from Wisconsin 
(Mr. KASTEN), the Senator from Ken­
tucky <Mr. FORD), the Senator from Ver­
mont <Mr. STAFFORD), the Senator from 
Illinois <Mr. DIXON), the Senator from 
Florida <Mr. CHILES), the Senator from 
Minnesota (Mr. DURENBERGER)' the Sen­
ator from New Jersey <Mr. WILLIAMS), 
the Senator from Delaware <Mr. ROTH), 
the Senator from Arizona (Mr. DECoN­
CINI), the Senator from Hawaii <Mr. 
INOUYE), the Senator from Indiana (Mr. 
LUGAR) , the Senator from Montana <Mr. 
MELCHER), the Senator from Nevada <Mr. 
CANNON), the Senator from New Mexico 
<Mr. DoMENICI), the Senator from Maine 
<Mr. COHEN), the Senator from Hawaii 
(Mr. MATSUNAGA), the Senator from Ten­
nessee <Mr. SASSER), the Senator from 
California <Mr. CRANSTON) , the Senator 
from Iowa <Mr. GRASSLEY), the Senator 
from Maryland <Mr. MATHIAS), the Sen­
ator from Iowa <Mr. JEPSEN), the Sen­
ator from Nebraska <Mr. ExoN), the 
Senator from South Dakota <Mr. PRESS­
LER), the Senator from Louisiana (Mr. 
JOHNSTON) , the Senator from Alabama 
<Mr. HEFLIN), the Senator from Maine 
<Mr. MITCHELL), the Senator from Ar­
kansas <Mr. BUMPERS), the Senator from 
Mississippi <Mr. CocHRAN), the Senator 
from North Dakota <Mr. ANDREWS), the 
Senator from West Virginia (Mr. R~N­
DOLPH), the Senator from West Virginia 
(Mr. ROBERT c. BYRD)' the Senator from 
North Carolina <Mr. EAST), the Senator 
from Mississippi <Mr. STENNIS), the Sen­
ator from Alabama <Mr. DENTON), the 
Senator from Kansas <Mrs. KASSEBAUM), 
the Senator from Michigan <Mr. LEVIN), 
the Senator from North Carolina (Mr. 
HELMS), the Senator from Wyoming <Mr. 
WALLOP), the Senator from Washington 
<Mr. GORTON) , and the Senator from 
Colorado (Mr. HART) were added as co­
sponsors of S. 881, a bill to amend the 
Small Business Act to strengthen the role 
of the small innovative firms in federally 
funded research and development, and to 
utilize Federal research and development 
as a base for technological innovation 
to meet agency needs and to contribute 
to the growth and strength of the Na­
tion's economy. 

s. 888 

At the request of Mr. DURENBERGER, 
the Senator from Nor'th Dakota <Mr. 
BURDICK) was added a;s a cosponsor of 
S. 888, a bill to provide effective pro­
grams to assure equality of economic 'OP­
portunities for women and men, and for 
other purposes. 

s. 900 

At the request of Mr. HEINZ, the Sen­
ator from Louisiana <Mr. LONG), the 
Senator from Arizona <Mr. DECONCINI), 
and the Senator from South Carolina 
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<Mr. THURMOND) were added as cosp~n­
sors of s. 900, a bill to assure that Job 
skills training, and employment oppor­
tunities are furnished through Oppor­
tunities Industrialized Centers and other 
community based organizations of dem­
onstrated effectiveness in certain 'block 
gr.ant programs involving the creation of 
urban jobs in enterprise Z'ones, and for 
other purposes. 

s. 1086 

At the request of Mr. DE.NTON, the Sen­
ator from South Dakota <Mr. PRESSLER) 
was added as a cosponsor of S. 1086, a 
bill to extend and revise the Older Amer­
icans Act of 1965, and for other purposes. 

s. 1166 

At the request of Mr. WEICKER, the 
Senator from Pennsylvania <Mr. SPEC­
TER), and the Senator from Illinois <Mr. 
PERCY) were added as cosponsors of S. 
1166, a bill to provide weatherization 
assistance to States in.the form of energy 
grants. 

s. 1215 

At the request Of Mr. PROXMIRE, the 
Senator from Florida <Mr. CHILES) was 
added as a cosponsor of S. 1215, a bill to 
clarify the circumstances under which 
territorial provisions in licenses to dis­
tribute and sell trademarked malt bev­
erage products are lawful under the an­
titrust laws. 

s. 1230 

At the request of Mr. CRANSTON, the 
Senat·or from Rhode Island (Mr. 
CHAFEE) was added as a cosponsor of S. 
1230, a bill to provide for the minting of 
commemorative coins to support the 1984 
Los Angeles Olympic Games. 

s. 1236 

At the request of Mr. HEINZ, the Sen­
ator from Pennsylvania <Mr. SPECTER) , 
the Senator from Florida <Mr. CHILES), 
and the Sena·tor from Texas <Mr. BENT­
SEN) were added as cosponsors of S. 1236, 
a bill to amend sections 570Ha) (2) and 
5702 (m) of the Internal Revenue Oode of 
1954 to modify the base on which the 
tax on large cigars is imposed and to 
achieve a phased reduct~on in the tax 
rate. 

s. 1347 

At the request of Mr. HEINZ, the Sen­
ator from Idaho <Mr. SYMMS), the Sen­
ator from New York <Mr. D'AMATO), the 
Senator from Vermont <Mr. STAFFORD), 
the Senator from West Virginia <Mr. 
RANDOLPH), the Senator from Maryland 
(Mr. MATHIAS), the Senator from Florida 
<Mrs. HAWKINS), the Senator from Cali­
fornia (Mr. HAYAKAWA). the Senator 
from Ariziona (Mr. DECONCINI) , and the 
Senator from Hawaii (Mr. MATSUNAGA)' 
were added as cosponsors of S. 1347, a 
bill to amend the Internal Revenue Code 
of 1954 to extend for 1 year the credit 
against tax for employment of members 
of targeted groups. 

s . 1348 

At the request of Mr. SASSER, the Sen­
ator from Alabama <Mr. HEFLIN) was 
added as a cosponsor of S. 1348. a bill 
to amend the Internal Revenue Code of 
1954 to clarify certain requirements 
which apply to mortgage subsidy bonds. 

s. 1394 

At the request of Mr. DECONCINI, the 
Senator from Oklahoma <Mr. NICKLES), 
and the Senator from New Mexico <Mr. 
ScHMITT) were added as cosponsors of 
s. 1394, a bill to improve the ability of 
the Secret Service to protect the Presi­
dent and other designated protectees. 

s. 1448 

At the request of Mr. M\THIAS, the 
Senator from California <Mr. CRANSTON) 
was added as a cosponsor of S. 1448, a 
bill to provide fo~ the issuance of a post­
age stamp to commemorate the seven­
tieth anniversary of the founding of the 
Girl Scouts of the United States of 
America. 

s . 1459 

At the request of Mr. SCHMITT, the Sen­
ator from Iowa <Mr. GRASSLEY) was 
added as a cosponsor of S. 1459, a bill to 
amend the Internal Revenue Code of 
1954 to increase the amount of the par­
tial exclusion of dividends and interests 
and to make such exclusion permanent. 

s. 1462 

At the request of Mr. DECONCINI, the 
Senator from Nevada <Mr. CANNON) was 
added as a cosponsor of S. 1462, a bill 
to establish the Arid Lands Renewable 
Resources Corporation. 

SENATE JOINT RESOLUTION 10 

At the request of Mr. HUDDLESTON, the 
Senator from New Jersey (Mr. BRADLEY) 
was added as a cosponsor of Senate Joint 
Resolution 10, a joint resolution to estab­
lish a Commission on Presidential Nom­
inations. 

SENATE JOINT RESO!.UTION 42 

,At the reriuec::;t of Mr. THURMOND, the 
Senator from Mississippi <Mr. COCHRAN ) , 
the oenator from Nevada <Mr. LAXALT) , 
the Senator from North Carolina <Mr. 
HELMS), the Senator from Utah <Mr. 
HATCH), the Senator from Idaho (Mr. 
McCLURE), the Senator from New Mex­
ico <Mr. DoMEN1c1), the Senator from 
Florida <Mrs. HAWKINS), the Senator 
from California <Mr. HAYAKAWA), the 
Senator from Kansas <Mr. DOLE), the 
Senator from Iowa (Mr. GRassLEY), the 
Senator from Arizona (Mr. DECONCINI ) , 
the Senator from New York <Mr. MOYNI­
HAN), the Senator from North Dakota 
<Mr. BURDICK), the Senator from Ala­
bama <Mr. HEFLIN), the Senator from 
FlQrida (Mr. CHILES), the Senator from 
Arkansas <Mr. BUMPERS), and the Sen­
ator from North Carolina <Mr. EAST ) 
were added as cosponsors of Senate 
Joint Resolution 42, a joint resolution 
designating the third Sunday in Septem­
ber as "Naitional Ministers Day." 

SENATE JOINT RESOLUTION 62 

At the request of Mr. DOLE, the Sen­
ator from Tennessee <Mr. SASSER) was 
added as a cosponsor of Senate Joint 
Resolution 62, a joint resolution to au­
thorize and request the President to 
designate the week of September 20 
through 26, 1981, as "National Cystic 
Fibrosis Week." 

SENATE JOINT RESO!.UTION 78 

At the request of Mr. THURMOND, his 
name was added as a cosponsor of Sen­
ate Joint Resolution 78, a joint resolu­
tion to provide for the designation of 

October 2, 1981, as "American Enterprise 
Day." 

SENATE CONCURRENT RESOLUTION 24 

At the request of Mr. GLENN, the Sen­
ator from California <Mr. CRANSTON) 
was added as a cosponsor of Senate Con­
current Resolution 24, a concurrent 
resolution submitting a proposal to Im­
prove the International Nonproliferation 
Regime. 

SENATE RESOLUTION 87 

At the request of Mr. HEINZ, the Sen­
ator from Florida (Mrs. HAWKINS), the 
Senator from Connecticut <Mr. 
WEICKER) , the Senator from Virginia 
<Mr. WARNER), the Senator from South 
Carolina <Mr. THURMOND), the Senator 
from West Virginia <Mr. ROBERT C. 
BYRD) , and the Senator from Massa­
chusetts <Mr. KENNEDY) were added as 
cosponsors of Senate Resolution 87, a 
resolution expressing the sense of the 
Senate that the Congress not enact leg­
islation to tax social security benefits, 
and for other purposes. 

SENATE RESOLUTION 167 

At the request of Mr. DOLE, the Sen­
ator from Arizona <Mr. GOLDWATER), the 
Senator from Indiana <Mr. LUGAR), and 
the Senator from Iowa <Mr. GRASSLEY) 
were added as cosponsors of Senate 
Reso~ution 167, a resolution to commend 
the disahled individuals who climbed 
Mount Ranier, Wash., during the sum­
mer of 1981. 

NOTICES OF HEARINGS 
SUBCOMMITTEE ON ENERGY REGULATION 

Mr. HUMPHREY. Mr. President, I 
would like to announce for the informa­
tion of the Senate and the public, the 
scheduling of a public hearing be! ore 
the Subcommittee on Energy Regulation 
regarding the Federal Energy Regulatory 
Commission licensing procedures af­
fecting hydroelectric development in New 
England. This oversight hearing will be 
held on Friday, August 7, beginning at 
10 a .m. at the Franklin Pierce .Energy 
Institute in Concord, N.H. 

Those wishing to testify or who wish 
to submit written statements for the 
hearing record should write to the Com­
mittee on Energy and Natural Resources, 
Subcommittee on Energy Regulation, 
room 3101: Dirksen Senate Office Build­
ing, Washington, D.C. 20510. 

For further information regarding this 
hearing, you may wish to contact Mr. 
Howard Useem of the subcommittee 
staff at 224-5205. 

SUBCOMMITTEE ON WATER AND POWER 

Mr. MURKOWSKI. Mr. President, I 
would like to announce for the inf orma­
tion of the Senate and the public, the 
scheduling of a public hearing before the 
Subcommittee on Water and Power re­
garding the potential for hydroelectric 
development in A. laska and related regu­
latory factors. This oversight hearing will 
be held on Monday, August 17, beginning 
at 9 a .m. in the Anchora ge Federal Of­
fice Buildin g in Anchorage, Alaska. 

Those wishing to testi.fy or who wish 
to submit written statements for the 
hearing record should write to the Com-
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mittee on Energy and Natural Resources, 
Subcommittee on Water and Power .• r~om 
3104 Dirksen Senate Office Bmldmg, 
Washington, D.C. 20510. . . 

For further information regardmg this 
hearing you may wish to con tact Mr. 
Russ B;own of the subcommittee staff at 
224-2366. 
SUBCOMMITTEE ON INTERNATIONAL FINANCE 

AND MONETARY POLICY AND SUBCOMMITTE'E 

ON SECURITIES 

Mr. GARN. Mr. President, the Sub­
committee on International Finance. and 
Monetary Policy and the Subcommittee 
on Securities of the Committee on Bank­
ing, Housing, and Urban Affairs will hold 
a joint hearing on S. 708 on July 23, 1981. 
The hearing will be held in roo~ 5.302 
of the Dirksen Senate Office Bmldmg, 
beginning at 2 p.m. 

s. 708, the "Business Accounting and 
Foreign Trade Simplification Act," has 
been the subject of three previous hear­
ings of the two subcommittees. 

For further information about the 
hearing, interested persons should c~m­
tac·t Paul Freedenberg or John Damels 
of the Banking Committee staff at 224-
7391. 

SUBCOMMITTEE ON INTERGOVERNMENTAL 
RELATIONS 

Mr. DURENBERGER. Mr. President, 
I would like to announce that the Sub­
committee on Intergovernmental Rela­
tions of the Governmental Affairs Com­
mi'ttee has scheduled 2 days of oversight 
hearings on the commerce clause and the 
severance tax. The hearings will be con­
ducted at 9 a .m. on July 15 and July 16 
in room 3302, Dirksen Senate Office 
Building. 

Those wishing to submit written state­
ments to be included in the printed rec­
ord of the hearings should send five 
copies to Ruth M. Doerftein, clerk, Sub­
committee on Intergovernmental Rela­
tions, room 507, Carroll Arms Building, 
Washington, D.C. 20510. 

For further information on the hear­
ings, you may contact Larry Hunter of 
the subcommittee staff on 224-6716. 

COMMITTEE ON THE BUDGET 

Mr. DOMENIC!. Mr. President, the 
Senate Budget Committee business meet­
ing scheduled for Wednesday, July 15, 
1981 at 2 p.m. in room 6202 has been can­
celed. 
COMMITTEE ON ENERGY AND NATURAL RESOURCES 

Mr. McCLURE. Mr. President, I would 
like to announce for the information of 
the Senate and the public the schedul­
ing of a public hearing before the Com­
mittee on Energy and Natural Resources 
to consider S. 1475, a bill to extend the 
expiration date of section 252 of the En­
ergy Policy and Conservation Act. The 
hearing is scheduled for Monday, July 
20, beginning at 10 a.m. in room 3110 of 
the Dirksen Senate Office Building. 

Those wishing to testify or who wish 
to submi,t written statements for the 
hearing record should write to the Com­
mittee on Energy and Natural Resources, 
room 3104. Dirksen Senate Office Build­
ing, Washington, D.C. 20510. 

For further information regarding 
this hearing, you may wish to contact 
Mr. David Doane of the committee staff 
at 224-7144. 

AUTHORITY FOR COMMITTEES TO 
MEET 

SUBCOMMITTEE ON ENVIRONMENTAL POLLUTION 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Subcommit­
tee on Environmental Pollution of the 
Committee on Environment and Public 
Works be authorized to meet during the 
session of the Senate today at 3: 30 to 
continue their markup of water pollu­
tion amendments. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON FOREIGN RELATIONS 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on Foreign Relations be authorized to 
meet during the session of the Senate 
today to vote on the following nomina­
tions: 

Richard D. Erb to be Executive Direc­
tor International Monetary Fund <IMF). 

Edward L. Rowny to be Special Repre­
sentative for Arms Control and Dis­
armament with rank of Ambassador. 

William L. Swing to be Ambassador to 
Republic of Liberia. 

Parker W. Borg to be Ambassador to 
Republic of Mali. 

Julius W. Walker to be Ambassador to 
Upper Volta. 

Vernon A. Walters to be Ambassador 
at Large. 

H. Monroe Browne to be Ambassador 
to New Zealand. 

Richard L. Walker to be Ambassador 
to South Korea. 

And to hear brief testimony and vote 
on the following treaties: 

Treaty with Canada on Pacific Coast 
Albacore Tuna Vessels and Port Priv-
ileges< 97-13). · 

International Convention Against the 
Taking of Hostages <Ex. N, 96-2) . 

Convention on the Physical Protection 
of Nuclear Material <Ex. H, 96-2) . 

The 1979 amendments to the Inter­
Governmental Maritime Consultative 
Organization UMCO) Convention <Ex. 
K . 96-2 ) . 

Revised Customs Convention on the 
International Transport of Goods Under 
Cover of TIR Carnets 0975 TIR Con­
vention) <Ex. M, 95-1). 

Treaty with t.he Republic of Colombia 
concerning the Status of Quita Sueno, 
Roncador, and Serrana <Ex. A, 93-1 ) . 

The PRESIDING OFFICER. Without 
objection, it is i:.o ordered. 
SUBCOMMITTEE ON ENERGY CONSERVATION AND 

SUPPLY 

Mr. BAKER. Mr. President, I ask 
unanimous con~ent that the Subcommit­
tee on Energy Conservation and Supply 
of the Committee on Energy and Natural 
Resources be authorized to meet during 
the session of the Senate on Wednes­
day, July 15, to hold hearings on S. 1166, 
the Nat ional Home Weatherization Act. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
COMMITTEE ON LABOR AND HUMAN RESOURCES 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on Labor and Human Resources be au­
thorized to meet during the session of 
the Senate on Thursday, July 16, to hold 
hearings on the issue of preventive medi­
cine and health promotion. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on Labor and Human Resources be au­
thorized to meet during the session of 
the Senate on Friday, July 17, to hold 
confirmation hearings on tJle nomina­
tion of the following: 

Donald Senese to be Ass~tant Secre­
tary for Education Research; 

Daniel Oliver to be General Counsel, 
Department of Education; 

Thomas Melady to be Assistant Sec­
retary for Postsecondary Education; 

Anne Graham to be Assistant Secre­
tary for Legislation and Public Affairs, 
Department of Education; 

George Conn to be Commissioner, Re­
habilitation Services Administration; 

Thomas Lias to be Assistant Director, 
ACTION; 

William Mayer to be Administrator, 
Alcohol, Drug Abuse, and Mental Health 
Administration; and 

Rabert Rowland to be a member of 
the Occupational Safety and Health Re­
view Commission. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ADDITIONAL STATEMENTS 

SPIRITUAL FOUNDATION OF 
AMERICA 

•Mr. CANNON. Mr. President, on July 5, 
1981, as a fitting conclusion to cere­
monies celebrat'ng our Nation's 205th 
birthday, President Ezra Taft Benson, 
president of the council of the Twelve 
Apostles of the Church of Jesus Christ 
of Latter-day Saints, gave a fireside 
address in Las Vegas, Nev.; reminding us 
of the great importance of the spiritual 
foundation on which this great Nation of 
ours is based. That address carried an 
uplifting message, and I ask that the text 
of the message be printed in full in the 
RECORD. 

The address follows: 
SPIRITUAL FOUNDATION OF AMERICA 

Brothers and Sisters: I use this salutation 
to include all assembled, for we are all 
chilnren of one Eternal Father in the 
Spirit-brothers and sisters all. 

It ls an honor and a privilege for me to 
stand before you this evening. I do so grate­
fully and humbly; grateful for the oppor­
tunity to be in your presence, and humbled 
by the responsib111ty to say something that 
may be uulifting and of value to you. 

This evening, I speak about the spiritual 
foundation of America. 

I choose to speak on this subject because 
of my firm conviction t hat , unless we get our 
spiritual house in order, what we do in an 
economic or any other sense wlll not matter 
much. 

Onr nation had a spiritual beginnln!?. 
That must never be forgotten or doubted. 

Lest we forget, let us review some of our most 
cherished documents which declare the 
canons of our faith-

This nation began with the founding of 
Plymouth Colony in 1620. You are all 
fam111ar with the pilgrimage which brought 
the Puritans to this land. 

They had come to these shores under finan­
cial sponsorship of the Virginia Company of 
London and of Plvmouth, En(?land. Their 
intent was to settle in the Virginia Colony, 
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but they landed far to the north where the 
king of England had no authority. 

Since England had no government for 
them, they decided to form a government of 
their own! 

Assembled in the cabin of the Mayflower, 
41 of 43 adult males formed a compact ea the 
source of their authority. 

That compact was drafted in "the name of 
God." Their reasons for a government were 
also asserted: "for the glory of God" and "the 
advancement of the Christian faith." These 
are the twin p1llars of our religious freedom 
in this nation! 

One hundred and two pilgrims had left 
England for the Promised Land. Fifty-one, 
just half the colony, survived the first winter. 
Not one of the survivors returned to England. 

They made a commonwealth on the 
principle of religious liberty-faith in an 
Omnipotent God. 

Ay, call it lioly ground 
The soil where they first trod, 

They have left unstained. what they found­
Freed.om to worship God. 

Hardly had the new nation had its begiln­
ning than oppression oa.me from the mother 
country. 

Injustice, oppressive taxation, the desp'1sed 
navigation aots-led the colonists to deliber­
ate on their rights and liberties under the 
crown. 

A petition to the king failed-
Then the shot heard 'round the world was 

ftred at Lexington. 
A yea.r later, in the summer of 1776, the 

OOntinental congress meit in Philade·lphia 
and declared independence from England. 

The doctrine of that canon-The Declara­
tion of Independence-is this: that the Cre­
ator (God) endowed all men with rights, and 
the governments derive their powers from 
the consent of the governed. 

Until the American Revolution, a millennia 
of political tradition vested powers only in 
monarchs or dictators. 

No government recognized that God was 
the source of man's rights. 

The Founders reasoned that 1! rights are 
derived. from government, in reality, there 
are no rights. There are merely government 
"favors," e.nd those favors may be subject to 
recall and change at any time. 

The framers of our Republic simply de­
clared the truth-that God gave all men the · 
right to life, liberty, and property. 

M!an, therefore, was mas·ter ove«- govern­
ment rather than the other way around. 

That is what the American RevOllution was 
all a.bout-not Just a separation from Eng­
land, but a separation from the historiooJ. 
tradition that made one man another's chat­
tel and denied all men liberty and property. 

Some vacillated on whether to take such a 
bold step as separation from England. At this 
point, John Ada.ms stepped forward and pled: 

Sink or swim, live or die, survive or perish, 
I give my hand and my heart to this vote. It 
is true, indeed, that in the beginning we 
a.tmed not at independence. But there's a 
Divinity which shapes our ends .... Why, 
then, should we defer the Declaration? 

· .. You and I, indeed, may rue it. We 
may not live to the time when this Declara­
tion shall be made good. We may die; die 
colonists; die slaves; die, it may be, ignomin­
iously and on the scaffold. Be it so, Be it 
so. If 1t be the pleasure of Heaven tha.t my 
country shall require the poor otfeTing of my 
lite, the victim sha.11 be ready. . . . But while 
I do live, let me have a oountry, or at least 
the hope of a country, and thait a free 
country. 

But wha.tever ma.y be our fate, be as­
sured . . . that this Declaration will stand. 
It may cost treasure, and it may cost blood· 
but it wil stand, and it will richly compen: 
sate for both. Through the thick gloom of 
the present, I see ithe brightness Of the fu-

ture, as the sun in heaven. We shall make 
this a glorious, an immort&l day. When we 
a.re in our graves, our children will honor it. 
They will celebrate it with thanksgiving, with 
festivity, with bonfires, and illuminations. 
On its annual return they will shed tears, 
copious, gushing tears, not of subjection and 
slavery, not of agony a.nd distress, but of 
exultation, of gratitude, and of joy. Sir, be­
fore God, I believe the hour is come. My 
judgment approves this measure, and my 
whole heart is in it. All tha.t I have, and aJll 
that I am, and all that I hope, in this life, I 
am now ready here to stake upon it; and I 
leave otr as I begun, that live or die, survive 
or perish, I am for the Decla.ra.tion. It is my 
living sentiment, and by the blessing of God 
it shall be my dying sentiment, Independ­
ence, now, and Independence for ever. (The 
Works of Daniel Webster, 4th ed., 1851, 
1:133-36.) 

Fifty-six men stepped forward rand signed 
the declaration. 

From the standpoint of numbers, equip­
ment, trainling, ia.nd resources, the rag-tag 
airmy of the colonists should never have won 
the wiar !or independence. 

But Am.erica's destiny was not to be deter­
mined by overwhelming numlbers, or better 
military weapons or strategy. As Ada.ms de­
clared: "There's a Divinity which shapes our 
ends." 

When the war was over, here is how Wash­
ington ascribed the victory: 

"The success, which has hitherto attended 
our united effor.ts, we owe to the gra.dlous 
interposition of Heaven, and to that inter­
position let us gratefully a.scribe the pr.a.ise 
of victory, and the blessings of pea.ce." {To 
the Executive of New Hampshire, November 
3, 1789.) 

The newly formed nation, however, was 
hard:ly a united commonwea.l.th. At best it 
.could be described as a federation of colonies 
loosely held together by the Airticles of Con­
federa.tilon. 

Under this instrument, the nation had no 
hea.d-no president, and no supreme court­
only a congress devoid of any power. 

In addition, reibelUons and potential an­
archy threatened the victory won by war. 

Providentially, a Constitutional conven­
tion was called in 1 787. 

The delegates met from May 25th to Sep­
tember 17th with George Washington presid­
ing. 

A centra.l issue was whether they were to 
mere:J.y revlse the Articles of Confederation 
or write a new constitution. 

Debates were earnest and at tdmes it aip­
peared that the convention was deadlocked. 
On one of those occasions, the elder states­
man of the group, Benje.min Fmnklin, ap­
pealed to the delegates. He declared: 

"I have lived, Sir, a long time; and the 
l•onger I live, the more convincing proofs I 
see of this truth, that God governs in the 
atf.a.'itrs of men. And, if a sparrow cannot fa.Ii 
to the ground Without his notice, is it prob­
able that an empi·re can rtse without his aid? 
We hiave been assured, S'ir, in the Sacred 
Writings, that "except the Lord build the 
house, they la.bor in vai.n that build it." I 
fi:rmly believe thl.!s; and I also believe, that, 
without his concurr-ing aid, we sha.11 succeed 
in this polit.ical building no better than the 
builders of Babel; we shaH be divided by 
our little, partial, local interests, our projects 
will be confounded, and we ourse:J.ves shall 
beoome a r·eproach and a by..:.word down to 
future a.gee;. And, what ls worse. mankind 
may hereafter, from this unfortunate in­
stance, despair of establishing governments 
by human wlsdOl?ll, and leave it to chance, 
war, and conquest. 

"I therefore beg leave to move 
"That henceforth prayers, i~·plor:ing the 

assistance of Heaven, and its blessings on our 
deliberations, be held in this assembly every 
morning before we proceed to business; and 

thrat one or more of the clergy of this city 
be requested to officiate in that servJce." 
(Jared Spairks, The Works of Benjamin. 
Franklin, 1837, pp. 155-56.) 

The deadlock was broken. 
OompX'Olilises were made. 
A constitution was dra.f.ted.. 
And 39 of 55 delegates signed it. 
Before the states ratified the document, ten 

a.mendments were added. We call them our 
BilJ. of Rights. More accurately, these amend­
ments are Umitations on the powers of the 
federal government. 

The preamble to the document prescribes 
its purpose: 

We, the People of the United States, in 
Order to form a more perfect Union, estab­
lish Justice, insure domestic Tranqumty, 
provide for a common defense, promote the 
general Welfare, and secure the Blessings of 
Liberty to ourselves and our Posterity, do 
ordain e.nd establish this Constitution of the 
United States of America. 

In a Republic, the people are the govern­
ment through chosen representatives. 

This implies that the majority of people 
must be virtuous, principled, and moral so 
that they select only those to represent them 
who reflect those same standards. 

This is why John Adams declared, "Our 
constitution was made only for a moral and 
religious people." (John R. Howe, Jr., The 
Changing Political Thought of John Adams, 
Princeton University Press, 1966, p. 185.) 

Se:l:f rule impMes self;oestraint rand sel!-dis­
cipline. 

Our first years under the new Constitution 
.were bound to be trying. Some felt too much 
power had been given to the execut!lve: · 
others not enough. 

The times demanded an executive or 
strength-not one whose love for office or 
per.s'Onal ambition would lead to excess and 
thereby ful.fHl some of itihe more dll-e predic­
tion:s by the orl.Ucs of the new Republdc. 

Providence had raised up such a man in 
the person of the Commander-in-Ch-let of 
t.he Revolutionary Army, President of the 
Constitutional Conventllon, iand America's 
foremost citizen-George Washington .. 

As we look .back on his eight-year adminis­
tration, we see strength of character, leader­
ship, and sensitivity to the powers of office 
that maintained a delicate moral balance so 
needed at this critical time. 

Washington's use of power in office was 
exemplary for every successor to the execu­
tive position-although not all successors 
followed that example. 

At the conclusion of his eight-year term of 
office, Washington felt to tell his countrymen 
that he would not seek a third term of office. 

With a "solicitude for (the) welfare" of 
the governed, Washington prepered his Fare­
well Address-counsel which is as applicable 
today as when it was given. 

I belleve the wisdom contained in that 
address was as inspired as our other canons 
of government. 

What did Washington counsel? 
First, a unity among the people as the 

pillar "in the edifice of your real independ­
ence"-to avoid factionalism, sectional geo­
graphic jealousies, and party strife. 

Government of the whole, he declared, Js 
essential to the prosperity of liberty! 

Second, to think and speak of the Consti-
. tution as the palladium of our political safety 
and pro!"perity. He urged citizens to resist the 
"spirit of encroachment" where departments 
of government tend to consolidate all powers 
into one. He called this tendency "a real 
despotism." 

Third, he called for harmony, peace, jus­
tice, and good faith with all nations, but 
permanent a.mances with none. 

Fourth, he urged fiscal respon«ib111ty. This 
meant not to add to our public debt in times 

_of peace, but to "discharge the debts which 
unavoid·a.bly wars may have occasioned, not 
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ungenerously throwing upon posterity the 
(burden) which we ourselves ouglht to bear." 
Such was his counsel to his countrymen. 

He also declared: 
"O! all the dispositions and ha.bits which 

lea.cl to political prosperity, religion and 
morality a.re indispensable supports . . . let 
us with caution indulge the supposition, 
that morality can be maintained without re­
ligion. Whatever may be conceded ·to the 
infiuence of refined education on minds of 
peculiar structure-reason and experience 
botJh f'Orbid us to expect that national moral­
ity can prevail in exclusion of religious prin­
ciple. 

"'Tis substantially true, that virtue or 
morality ls a necessary spring of popular 
government." 

our first great crisis as a nation was now 
over-that critical interval between the Rev­
olutionary War and the ratification of the 
constitution when there was no federal gov­
ernment. 

The Civil War which threatened to dissolve 
the Union brought another major crisis to 
our young nation. 

This time Abraham Lincoln was the man 
of the hour. 

In the midst of that fratricidal struggle, 
Lincoln-a God-fearing man-rose to Ibis fin­
est hour and Issued a Proclamation for a 
National Fast Day. His words e.re timeless: 

"rt ls the duty of natio".ls as well as men 
to own their d.epeudence nroon t he overn1ling 
power of God, to confess their sins and 
transgressions in humble sorrn-w, yet with 
assured hope that genuine repentance will 
lead to mercy and pardo':'l, and to recogni?.e 
the sUJblime truth, announced in the Holy 
Scriptures and proven by all history, that 
those nations only are blessed whose God is 
the I.ord; 

"And, insomuch as we know that by His 
divine law nations, like individuals, are sub­
jected 'to punishments and chastisements in 
this world, may we n'ot justlv fear 'that the 
awful calamity of civil war which now de."o­
lates the land may be but a puni.c;hment in­
flicted upon us for our presumpituous sins, 
to 'the needful end of our national reforma­
tion R.S a whole ne"'t>le? 

"We have been the recipients of the choic­
est boun ties of Hea•·en: we have been pre­
served these many years in peace and pros­
perity. We have grown i11 numbers. we<.tlth, 
a.nd nower. as no otJher nation :tlas ever grown. 
But we have forgotten God. We have fo:rP."ot­
ten the graciouc; hand whtch pre.,,erved us 
in peace and multinlied and en .. i~he1 and 
strengthened us. and we have vainly imag­
ined , in 'tlhe deceitfulness of our hearts, that 
all these blessings were produced bv some 
superior wisdom and virtue of our own. !n­
toxlcaited with unbroken success, we have 
become too sel'f-suftlclent to feel the necec;­
slty of redeemt.ng and preserving !"race, too 
proud 'to pray to the God 'that made us. 

"I't behooves us, then. to 'humb'le ourselves 
be1'o':'e the O:ffe'"lder\ Power. to confess our 
national sins, and to 'pray 'for clemency and 
for~lveness." (Abraham Lincoln) 

These are five canon"! of our faith­
The Jl"'l\Vflower Compact; 
The Declara't1on of Independence: 
Thq Constitution of the United States of 

America; 
Washington's Farewell Address: and 
Lincoln's Proclamation for a Na'tional Day 

of Fac;tin<? and Prayer. 
A contributing cause of our problems to­

day is a general decline !n spirituality and 
unrighteousness on the part o! many of our 
people. 

I! we use the Decalogue-a standard used 
by the founders of our nation-how do we 
measure up? 

The first and second commandments stiou­
late our worship and belief ln God: "Thou 
shalt have no other gods before me: ... 
Thou shalt not make unto thee any graven 
tmage." 

As we have shown, worship and belief in 
God are the foundation of our society. We 
deliberately declare on our currency and 
coin-"In God We Trust." · 

We take oaths of office before God. 
Our legal testimonies are based on an oath 

before God. 
We pledge allegiance to our republic, that 

it ls a nation "under God." 
Yet can we deny that Americans generally 

disregard God In their dally pursuits and are 
seeking their own self-interests? 

Lincoln chastised his countrymen for their 
faithlessness in 1863. What would he say 
today? 

I think he would repeat: "In our prosper­
ity, we have forgotten God!" 

The third commandment states: "Thou 
shalt not take the name of the Lord thy God 
in vain." There seems to be a deliberate, con­
certed effort to punc luate dialogue on stage, 
screen, and in novels with blasphemy in ad­
dition to coarse, vulgar expressions. And ls 
not the motive economic-to sell more tickets 
or books? 

The fourth laiw pertains to setting aside one 
day in seven as a day of worship. Not only 
has the Sabbath become a work day, but it 
has become primarily a day of amusement 
and recreation: golfing, sk11ng, hunting, fish­
ing, picnicking, racing, movies, and ball­
playing. 

Next, "Honor thy father and mother," 
which Jesus said meant to support them. 
Yet today untold thousands of young people 
have abandoned their parents to the care of 
others. 

The sixth law states, "Thou shalt not kill." 
As a nation we deplore violence and murder, 
yet need we be reminded in what small 
esteem life ls now held? 

So blinded have some become that they 
cannot see the relationship between a nation 
legally sanctioning abortion and our declin­
ing spiritually, one measure of our lack of 
regard for human life. 

"Thou shalt not commit adultery," and 
later, "Thou shalt not covet thy neighbor's 
wife." These laws are the basis for maintain­
ing an undefiled home. 

Never in our generation have morals been 
so loose as now. 

Never has youth been so exposed to sex in 
its crudest, coarsest, and most debasing 
form. Sex ls almost worshipped, and the cur­
tain of modesty has been stripped away. "R­
rated" and some "P-G" movies have become 
open invitations to youth and adults to vicar­
iously violate the law of chastity. This per­
missi··eness has no doubt encouraged the 
promiscuity that ls so commonplace in al­
most every community. 

The eighth law states: "Thou shalt not 
steal." When God gave this law, He recog­
nized the fundamental right to property. 
Yet how much we pay for the violation of 
this law through increased costs of mer­
chandise, higher insurance rates, and wast­
ing human resources by incarceration in 
penal institutions. 

"Thou shalt not bear false witness." When 
we speak of morality, we !mply that a, man 
ls true to his word-true to his signature on 
a contract. The violations of God's laws al­
ready mentioned are evidence that lying and 
misrepresentation are not absent from us. 

Our system of law and government de­
pends on truthfulness! 

Last, "Thou shalt not covet." This ls a be­
setting sin of our times. 

Covetousness, plus love of idleness, Iles at 
the root of our viol81tion of the law o! work. 
Covetousness has reached every fol'lbidden 
item in the other commandments: our 
neighbor's house, wife, employees, worldly 
goods-everything that is our neighbor's. 

Covetousness brings with it greed, avarice, 
ambition, and love o! power. Cheating, lying, 
misrepresentation are all used as justifica­
tion to acquire a neighbor's legacy. 

How can God bless America when America 
does not honor God's laws? 

Are we not now reaping the whirlwind? 
Disregarding these laws w111 inevitably 

lead this nation to ruin, just as it has other 
civ111zations in history. 

It is my faith that we are tenants on this 
blessed land, and will remain so only as we 
keep these fundamental commandments of 
God. 

I remember a number of years ago when 
Cecil B. DeMille, the producer of the great 
film "The Ten Commandments," was invited 
to accept an honorary degree from Brigham 
Young University. In his address to the stu­
dent body, Mr. DeMille said that men and 
nations cannot really break the Ten Com­
mandments; they can only break themselves 
upon them. 

How true that ls! 
If America is to survive as a free nation, 

we will have to return to the spiritual foun­
dation that gave rise to our beginnings. 

We have this promise from the great Law­
giver Himself: 

If my people which are called by my name, 
shall humble themselves, and pray, and seek 
my face, and turn from their wicked ways; 
then will I hear from heaven, and will for­
give their sin, and will heal their land. (2 
Chronicles 7: 14.) 

That, ladles and gentlemen, ls the pre­
scription for most of our ms. 

I know the power of prayer! 
I saw its effect in one administration for 

eight years. 
I was somewhat stairtled when President­

elect Eisenhower called on me in our first 
cabinet meeting to offer prayer. I did so. 

After that first meeting, I was disappointed 
when our next meeting was opened without 
prayer. After some considerable thought I 
sent President Eisenhower a note, an excerpt 
of which I quote here: 

"May I make bold to suggest that each of 
our weekly Cabinet meetings be opened with 
a word of prayer, as you so appropriately 
started the first one. The suggestion is made 
only because of my love for you, members 
of the Cabinet, and the people of this great 
Christian nation. I know that without God's 
help we cannot succeed. With His help we 
cannot fail. Franklin said, 166 yea.rs ago 
when he made a simlld.r suggestion, 'God 
governs in the affairs of men.' 

"I feel sure there are several of us, who, 
if called on for a word of prayer, would 
w1llingly rAspond. Such a procedure ls work­
ing with my own staff. 

" If you feel the sug~estion is not practi­
cal, then I will understand and will not 
trouble you further in the matter." 

At our next meeting which was on Febru­
ary 6th, the President said simply, "If there 
is no objection, we'll begin our deliberations 
with prayer." 

And that's how lit was with the Eisenhower 
Cahinet from that time on. 

Usually we raised our hearts to the 
Almighty in silence. 

If ever there was a time when this nation 
ne~r'ed the help of Almighty God, it ls now. 

When we have the inspiration of God­
and desire to do His will-we will make the 
right decisions and the people wm be pros­
pered and kept free. 

Yes, our nation's foundation ls spiritual. 
Without spirituality, we are no better than 

any of the other nations which have sunk 
into oblivion. 

0Pr founding fathers , with solemn and 
reverent expression, voiced their allegiance 
to the sovereignty of God, knowing that 
thev were accountable to Him in the day of 
judgment. 

Are we less accountable today? 
I think not. 
I n.eclare mv alleaiance to God. I know 

He governs In the affairs o! men because I 
am a witness to it. 

My allegiance to this nation as "a land 
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choice above all other lands" stems not from 
patriotism alone, but from the fact that I 
am confident that God governs in the affairs 
of men and na tlons. 

We live amidst difficult, trying, and evil 
times, but we have no need to despair 1f we 
remain righteous. 

The real issue today ls not economic or 
political; it ls spiritual-man being true to 
the principles which have guided the destiny 
of mankind from our beginning. 

That is what inspired our nation's birth 
and independence. 

Those nations only are blessed whose God 
ls the Lord! 

Therefore, my hope ls tha.t we wlll plead 
with the God of heaven to sustain this nation 
and inspire our leaders with wisdom and 
judgment; that we wlll resolve to keep His 
commandments so that we and our posterity 
can merit His protection, gain His mercy, 
and receive His blessings. 

Theodore Roosevelt said over a half 
century ago--

"We hold in our hands the hope of the 
world, the fate of the coming yea.rs, and 
shame and disgrace wm be ours if in our 
eyes the light of high resolve is dimmed, if 
we trail in the dust the golden hopes of 
men." 

I know some of you gathered here today, 
and I know you to be dedicated to that 
"light of high resolve" in your communities. 

With God's help and our devotion to high 
moral principles, we can keep that hope 
a.live. That we may do so faithfully is my 
humble pra.yer.o 

WHAT IS HAPPENING IN POLAND? 

• Mr. EAST. Mr. President, few ob­
servers have interpreted the stirring 
events in Poland as astutely and elo­
quently as has Dr. Leopold Tyrmand in 
e.n article in today's Wall Street Journal. 
Dr. Tyrmand is a native of Poland who 
has lived for many years in the United 
States. He is vice president of the Rock­
! ord Institute, editor of the bimonthly 
literary journal, Ch~onicle of Culture 
and a noted commentator on national 
and international affairs. I ask that his 
article be printed in the RECORD. 

The article follows: 
WHAT IS HAPPENING IN POLAND? 

(By Leopold Tyrmand) 
No one knows what is happening in Po­

land. The Poles themselves have so many an­
swers that precise inferences seem impos­
sible. But whatever eventually happens in 
Poland will be of a magnitude comparable 
to the Russian revolution. 

The developments in Poland differ impor­
tantly from other milestones of rebe111on 
within the postwar Soviet empire. Tito's 
sedition was a conflict of personalities, and 
by manipulating geographic circumstance 
and his own secret police, the Yugoslav out­
maneuvered Stalin. The Hungarian uprising 
was a romantic outburst of youth and army 
officers-a time-honored alliance in central 
Europe-with a disoriented society in the 
bacirground. The Sino-Russian split was a 
conflict between two national egos fueled by 
ancient hatreds. The Czech rebellion was an 
intellectual mutiny, with no roots in the na­
tion, which from the outset abjured con­
frontation with the Soviets. 

RADICAL DEPARTURE 

What began in Gdansk, Poland, is the first 
authentic social upheaval on an all-national 
scale in a country ruled by a communist 
Party on behalf of the Soviet Union. It chal­
lenged the absolutism of communist power 
and, consequently, it tacitly accepted the 
possibility of confrontation with the Soviet 

Union, whose raison d'etat ls exactly that 
kind of power. 

Moreover the outbreak seemed, from the 
beginning, less like a spontaneous event and 
more like a prepared action, with channels 
of communication opened to every corner of 
the society and well-orchestrated approval 
from the entire nation. 

Yet, as the special congress of Poland's 
Communist Party begins today, it remains 
unclear how such open and organized anti­
governmental activity could have material­
ized under a regime whose ruling techniques 
exceed everything mankind has known in 
tyranny. The world expects some sensational 
denouncement any day. 

One thing ls certain: All that commu­
nism's theoreticians and sympathizers 
thought they knew about their faith and 
its materializations between October 1917 
and September 1980 has abruptly come to 
an end. If nothing else, their Weltan­
schauung has lost its validity. 

The infrastructure of communist totali­
tarianism ·s power has broken down in Po­
land. No one who has not lived under com­
_munism can properly understand what this 
infrastructure me.ans. It is only tangentially 
related to the terror of the security forces 
or direct political persecution. Its elements 
were devised by Lenin and Dzerzhinsky and 
perfected by Stalin; under Khrushchev and 
Brezhnev it changed neither its nature nor 
its role, though some cosmetic adjustments 
were made. 

The communist power infrastructure is 
based on a total control of communication 
that renders man powerless against any lie 
about or abuse of himself as a citizen and 
a person. It produces a sort of psychological, 
e•en psychotic, fetters unknown in even the 
most despotic statehood of the past. It paral­
lels the psychological mechanism of the 
"democratic centralism" within the Com­
munist Party which makes a party member 
believe that his absolute rulers decide his 
fate through his free choice. 

Even the sharpest Western reporter de-
1 udes himself and his readers when he claims 
to have insight into the human condition 
under communism: it's like blackness or 
womanhood, a nontransferable experience. 
In communism every preconceived social 
activity must be scrutinized and endowed 
with an ideological rationale before it can be 
permitted by the party-the infrastructure 
of power ruthlessly exercises precise enforce­
ment of this principle. 

Dissent ls old-hat, both in Eastern Europe 
and in the USSR, and it has always been 
kept under control, sometimes even encour­
aged and manipulated. But the efficiency of 
what has developed in Gdansk indicates that 
dissent in Poland has been transmuted into 
an organized effort to rewrite the rules, 
something unheard of until now without 
political violence. Thus the infrastructure 
must have begun to crack even before open 
contention erupted in Poland. 

One of the ideological archtenets to which 
the infrastructure gave the highest priority 
was that the workers' unity must be monop­
olized by the party. Marxism-Leninism 
made its world career on the mercile"s en­
forcement of the premise that the idea of 
the workers' solidarity was their idea. In 
communist states it is a crime against the 
state, a capital offense, to organize, congre­
gate or unite not behind the party. Once the 
Poles captured the notion and device of 
solidarity as a social weanon and used it 
against their communist government, they 
reversed the course of history. 

Whether the infrastructure broke because 
the Poles discovered the invincibility of 
united action, or whether solidarity was at­
tainable ber.ause the infrastructure broke, 
is unclear. Why this infrastructure, still the 
cornerstone of the system's unassailabillty 
in Russia, China, Cuba, Bulgaria and else-

where, suddenly collapsed in Poland under 
Gierek's tenure is still little known. Whether 
the bre!iokdown ls an isolated Polish phenom­
enon, or can be exported is a question that 
will decide the fate of the Soviet empire, and 
a question to which the empire's rulers have 
no answer. 

It is universally accepted that a prime 
factor in what happened in Poland was the 
Catholic Church, a distinct and mighty in­
stitution of the Polish reality by dint of its 
ancient churches, its religious mass dem­
onstrations and celebrations that attract 
immense crowds. Moreover there is the 
towering authority of its leaders, like the 
current Pope or the late Cardinal Wyszynski. 

All this is certainly true, but it ls of less 
importance than the Polish Catholic intelli­
gentsia which, under communism, acquired 
an even more complex influence on the 
society. Every well-educated · young Catholic 
priest is, by nature, a member of this intel­
ligentsia-which, in effect, has created a 
sort of shadowy Catholic infrastructure that 
competes with the official communist one. 

This became apparent during the forma­
tive stages of the Solidarity -movement. Its 
key consultants and theorists were promi­
nent representatives of the Catholic intelli­
gentsia, not always acting in precise obedi­
ence to the church's guidelines. 

No one in the West should be deluded: 
Solidarity is a Christian democratic political 
occurrence, all Up service to the communist 
raison d'etat notwithstanding. It is a phe­
nomenon that surprises even the Poles 
themselves. After all, the lntelligentsia-Po­
land's ruling class since the end of the 18th 
Century-was always a reservoir of not re­
ligious but secular ideas llke nationalism, 
positivism, llberallsm and social democracy. 
The emergence of a powerful and highly in­
tellectualized group that receives its inspira­
tion from Catholicism and knows how to 
transmute religious ideology into modern 
political weaponry (and with explosive ef­
fects) is astounding. How it happened is not 
easy to explain, but worth a try. 

Together with the other paraphernalia of 
power that Catholicism could muster, its 
leaders understood how to capitalize on its 
sudden fashionableness among not only the 
faithful but also the society at large. For 35 
years countless jokes have circulated about 
how much safer it ls to be Catholic than 
communist in commuIJJl.st Poland. Ulti­
mately, Catholicism identified itself in the 
popular consciousness with a rejection of 
communist oppression, a repudiation which 
might bring the church misery and per­
se:::nt.ion but i-:; neve'"•,heiess 1nv1n~lb1 e. 

Suddenly Cathollcism relinquished the 
status of traditional form and became a hot­
bed of politicized thoughts, convictions and 
beliefs. This fatally undermined the commu­
nists' psychological infrastructure, a devel­
opment that would have been impossible 
without the Catholic intelllgentsia-the 
vital link between Church and society. 

Finally, capitalism has become a silent 
prostulate of the Polish workers. 

It would be foolish to exnect Lech Walesa 
to admit publicly that capitalism is an eco­
nomic system superior to socialism. Yet 
there's little dcubt among the Poles that 
the reborn Polish svndicalism would fare 
much better in a healthy market economy 
than in the state-owned one. 

The persuasion that socialism is a 
thorough failure is so deeply ingrained in 
the Polish mind that words like "people's 
prouerty," "class consciousness" or "prole­
tarian interests" will remain symbols of 
wretchedness and insanity for generations 
to come. The Poles perceive the economic 
~s:>ect of communi"m as a sort of Mafia.­
uire s'Tstem of extortion-a dally ransom 
from an entire nation. 

The claim so frequently made in some seg­
ments of the American press that the Gdansk 



July 14, 1981 CONGRESSIONAL RECORD-SENATE 15635 

workers are "defending true sociallsm" 1s 
amusing and preposterous. 

:!>ROGRESS BETWEEN THE WARS 

Before World War II "authoritarian" Po­
land had one of the most powerful labor 
unions and one of the most advanced socia.1-
security systems in Europe. It ha.d a ministry 
of social care and national health service. In 
reafiirming their support for this kind of 
social progressivism, the Solidarity leaders 
are only stressing the inferiority of the com­
munist "Workers" Party efforts in this area 
as compared to the prewar institutions. 

The Soviet Union is in a peculiar posi­
tion: Short of instigating a bloodbath it can 
do nothing. Most likely the Soviet leaders 
will resort to the oldest Russian political 
wisdom, that time and intrigue wm sooner 
or later bring results. But these events 
demonstrate for the first time that the So­
viet empire must reform or perish. 

What happened to communism in Poland 
must have a cruchl impact on the fate of 
Marxist ideas in the contemporary world. 
For the first time in Poland's turbulent his­
tory in which heroic, if unsuccessful, vio­
lence was considered a supreme value, the 
Poles have resorted to argument and ideol­
ogy as explosives and ammunition. Their 
renowned heroism has never had a pro­
found impact on the outside world, but 
their political maturity may alter the course 
of history.e 

SPECIAL COMMENDATION TO SEV-
ERAL CITIZENS OF HAWAII 

• Mr. INOUYE. Mr. President, many pa­
triots have served this Nation in t '. mes of 
crisis throughout our long and distin­
guished history. Many of them are well 
known to us through h '.story books and 
folklore. However, there are also many 
deserving heroes whose deeds have 
escaped recognition by the general public. 

I wish to bring to the attention of my 
colleagues the stories of several Hawaii 
citizens whose service to our country, 
above and beyond the call of duty, merit 
our special commendation. 

In the days preceding World War II, 
citizens of Hawaii served as colonists in 
the isolated, deserted Pacific islands of 
Jarvis, Howland, and Baker, to establish 
American occupatlon of these strategic 
areas. Two young men, Richard Whaley 
and Joe Keliihahanui, gave their lives 
when they were killed in a Japanese 
bombing attack on Howland Island on 
December 8, 1941. Very few knew of their 
sacrifices as two of America's earliest 
casualties of the war. 

In another case, Hawaii resident Edwin 
M. S. Lee and other civilian workers on 
Wake Island assisted the American mili­
tary defense of the island on December 7, 
1941, until it was captured several weeks 
later. Mr. Lee and others served nearly 
4 years in Japanese prison camps. Unfor­
tunately, it was not until many years 
later that the U.S. Government formally 
acknowledged their Federal service dur­
ing this period. 

I ask that the following articles be re­
printed in the CONGRESSIONAL RECORD. 

The articles follow: 
[From the Honolulu Advertiser, May 5, 1981] 

CASTAWAYS HONORS--40 YEARS LATER 

(By Bob Krauss) 
Richard Whaley and Joe Keliihaihanui were 

the forgotten castaway heroes of World War 
II until yesterday. 

They have lain side by side in a tiny ceme­
tery at Schofield Barracks for nearly 40 yea.rs, 
their deeds unsung, their names unrecorded 
in Hawaii history books, their memories dim 
even among Kaznehameha School classmates. 

Yesterday they received recognition 1,000 
miles from the barren coral atoll where they 
died on Dec. 8, 1941, during -a Robinson 
Crusoe adventure that ended in war. 

Survivors of that adventure gathered 
around the graves to say a prayer and spread 
the 48-star ftag that was flying when a Japa­
nese submarine and a ·bomber blasted their 
lonely outposts. 

No one is better fitted to honor t.he names 
of Richa,rd Whaley and Joe Keliihahanui 
than their companions-other young ~en 
from Kamehameha School who were trapped 
under fire for nearly two months on their 
lonely islands. 

"The bomber came over every day," said 
Walter Burl{e of Aiea, one of the survivors. 

"We dug fox holes and stayed under cover. 
Early in the morning and late in the evening 
we caught lobster and squid to eat. It wasn't 
until Jan. 28, 1942, that the U.S.S. Helm, a 
destro"er, picked HS up. 

"Richard and Jee had to be buried on 
Howland Island where they were killed. Their 
bodies were moved to Schofield Cemetery in 
the 1950s. Very few people even lcnow it 
happ~ned . 

"When they brought us back to Hawaii, 
they kept us at Pearl Har!.Jor for a month 
before tlhey let us go. Then they told us not 
to talk about it." 

The strange story of Richard Whaley and 
Joe Keliihananui began in the 1930s, when 
Pan American World Airways was pioneering 
-air travel across the Pacific. 

"There was great interest in the U.S. De­
partment of Interior in establishing United 
States possession for Pacific Islands that 
might serve as air bases," said Abe Piianaia, 
director of Hawaiian Studies at the Univer­
sity of Hawaii, who is also a survivor. 

"I believe the ideJ. came out of the then 
Bureau of Air Commerce, a single desk at 
Interior. The director was Bill Miller. His idea 
was to colonize the uninha'Jited Equatorial 
Line Islands and esta.bliSlh American 
possession. 

"!n Hawaii, he met Bishop Estate trustee 
Albert Judd, who suggested that Hawaiian 
boys from Kamehameha Schools would make 
good colonists because they were disciplined." 

The unique operation began in 1935. Some 
135 boys participated until World W·ar II put 
a bloody end to their occupation of Jarvis, 
Howland and Baker Islands. 

"In the beginning, we lived in pup tents," 
said Soloman Kalama of ~ailua, one of the 
colonists. 

"There is no fresh water on the islands. A 
supply ship brought it in 52-gallon drums. 
If the sea was too rough to bring it to the 
beaclh in boats, they just dumped the barrels 
over the side and let them float in. 

"You don't know how heavy a drum like 
tha,t ls until you try to roll it across a soft 
sand beach. There were only four of us on 
each island at a. time. 

"The drums were so heavv we c:lldn't try to 
roll them across the ic;l•and to the camp if 
they landed on the wrong side. We'd just 
walk across the island when we needed 
water." 

Eugene Burke of Alea, brother of Walter, 
said their main jo'IJ was tal<'lng weather 011-
servations ·and sending back weat.lher reports 
on a ham racHo. 

"There wasn't much to keep us busy." he 
said. "When I c;tood on to~ of Bal~er the firc;t 
time. 20 feet a.l:>o••e sea level , I said to mvself, 
'Can I make it out he,.e for six months?' The 
chall'9n!7e m?de it excitinl?." 

W·alter Burke was on Baker when the war 
broke out. The colonists with him, all 
Hawaiians, were Blue Makua, James Coyle 
and James Pease. 

On nearby Howland Island, the colonists 
were Richard Whaley, Joe Kelilhahanui, 
Thomas Bederman and Elvin Matson. 

"The four of us on Baker lived in a wood­
en shack we called the Government House," 
said Burke. "There was one on each of the 
islands. 

"I got up on Dec. 8 at dawn and took the 
flag outside to raise it. There was a. Japa­
nese submarine about 100 yards off shore. 
I heard a 'whang' and a shell blasted the top 
off the government house. 

"I ran inside and told the boys we'd better 
skedaddle out of there. I tell you, we were 
four scared Hawaiians taking of! across the 
island. Jesse Owens couldn't have run any 
faster. 

"We hid all da.y. A bomber ca.me over and 
dropped some bombs. I think lt was the 
bomber that killed Joe and Richard on 
Howland. But none of us really knows how 
it happened because the other two boys 
never wanted to talk about it. 

"That night we sneaked back to the Gov­
ernment House. The shells had blasted 
everything. But we saved some tin from the 
roof and made sun shades for our fox holes. 
We covered the tin with brush so the bomb­
er couldn't see us. 

"That bomber was based in the Mari-anas 
Isl·ands. It was a big, four-engine flying 
boat that came over every day a.round noon. 

"We saved as much of the food as we 
could. The rat.1 had gotten into the sugar. 
There was a little coffee. It's easy to live of! 
the land there. We had plenty of dried fish. 
You can pick up squid and lobster with 
your hand. 

"For greens, we picked palolo leaves. 
"That Christmas we had lobster for din­

ner. We sang Christmas carols under the 
moon that night. I wasn't sure we'd ever 
get picked up and I expected the Japanese 
to land any time. 

"When the U.S. Navy ship came, I thouglht 
it was Japanese and told the boys to stay 
hidden. The ship put a boat over and start­
ed rowing to the beach. I thought, 'Oh boy, 
we've had it now.' Then I saw blond hair 
and I knew they weren't Japanese." 

At the last minute, Burke cut his foot 
on a piece of iron, he said. He was bleeding 
so badly he was afraid of attracting sharks if 
he swam to the boat and the Navy officer in 
charge refused to row to quieter water. 

"It was Blue Makua who swam back and 
got me to swim to the boat,'' said Burke. 

"During the whole time we w·ere being 
bombed. I kept the flag. Before we left the 
island, I burled it in a gunnysack and piled 
stones over it. In 1943, I went back to Baker 
to help build the airstrip. 

"The first thing I did was find the rock 
pile and dig up my flag. I brought it home 
and have kept it ever since." 

Burke said he went to Howland Island 
with some of the construction crew to find 
the graves of Whaley and Kelllhahanul. 
Later, the bodies were taken to Schofield 
and reburied. 

Somehow, nobody ever got around to ar­
ranging public recognition for two of Amer­
ica's early casualties of World War rr. So their 
friends decided at a reunion last week that 
it was time to honor the memory of their 
fallen comrades. 

They are all in their 60s, those Kameha­
meha School boys who used to surf on red­
wood boards. 

The party included W111lam Whaley, brother 
of Richard, well known as a form.er profes­
sional baseball player. The former colonists 
present were the Burkes, Soloman Ka.lama 
and Joe Kim. 

Eugene Burke spoke over the graves for 
the group: 

"At this time l·t ls auproprlate that we 
say a silent prayer for these two. They are 
with us in spirit. They fill our hearts with 
pride. They gave their lives for us." 
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For a long time the survivors stood beside 
the graves talking s~ remembering. 

[From the Honolulu Star-Bulletin, Mar. 20, 
1981) 

CIVILIAN'S WAR EFFORT RECOGNIZED BY NAVY 

(By Lyle Nelson) 
More than 39 years after Edwin M. S. Lee 

of Makakllo helped Marines vainly defend 
Wake Island and after serving nearly four 
years in Japanese prisoner of war camps, the 
u.s. government finally acknowledged his 
"fighting spirit, courage and devotion to the 
common cause in the highest tradition of 
the Navy." 

Written May 8, the "thank you" from 
Navy capt. w. P. Behning of the Navy's 
personnel staff in Washington, D.C., ended 
many years of persistent effort by Lee. 

The oddity is that Lee was never in the 
Navy. As a civilla.n employee of Cont;ra.c:~ors 
Pacific Naval Air Bases, Lee was a deckhand 
on a tugboat working in the Wake la.goon on 
Dec. 7, 1941. 

And when the Japanese attacked Wake, 
everyone had to pitch in. 

In all the yea.rs since, Lee has been after 
the government to recognize what happened 
to him on Wake. 

"I just never quit; I kept going after them 
because it was only right," Lee said in an 
interview this week. 

In fa.ct, Behning's letter reads, "On behalf 
of my shipmates, I would llke to express a 
long-overdue sincere thank you for your pa­
triotism, extraordinary service and dedica­
tion to the U.S. Navy." 

Lee was helped in his quest for recogni­
tion by Hawe.H's congressional delegation 
and his union, the Hawaii Federal Lodge, No. 
1998, International Association of Machinists 
and Aerospace Workers, and its director, 
Ernie Reyes. 

Japanese bombers came over at noon on 
Dec. 7 and for the next 16 days Wake was 
under constant attack. Lee and many of the 
other 1,500 civ111an workers there helped 
Marine and Navy defenders to repulse the 
invasion attempts. 

A Navy commander notified Lee and about 
15 other men from Hawa11 that under mar­
tial law he was making them members of the 
m111tary defense force, sort of deputizing 
them on the spot like vigilante sheriff's in the 
Old West. 

Starting with an appeal to Delegate to Con­
gress John A. Burns in 1956, Lee sought to 
have his war record at Wake accepted legally 
to extend his total government servlce time 
for retirement and medical benefit purposes. 

But Lee had to prove "active participation 
in the defense" of Wake. 

The testimony of witne&ses, documents 
and his own testimony in a war crimes trial 
on Guam in 1948, finally helped to estab­
lish Lee's role on Wake. 

Lee retired from the Navy's public works 
center at Barbers Point last year. 

With the notification that he was part of 
the gallant stand on Wake, Lee can add four 
years to his already 23 years of government 
service for the Navy. 

This will increase his retirement pay and 
make him eligible for medical benefits that 
stem from a service-connected disabil1ty. Lee 
said he received a back injury when he was 
knocked unconscious by the concussion of a 
Japanese bomb on Wake. In addition to new 
medical benefits, Lee has received an hon­
orable discharge and three World War II 
war medals. 

Lee's education was limited to the eighth 
grade at the Watertown School located 
where Hickam Air Force Base is now. He 
helped build Hickam and with Hawa11an 
Dredging was sent to Johnston Island in 
1939 before going to Wake. 

Wake was surrendered two days before 
Christmas 1941, although Lee and many 

other POWs were not moved from the atoll 
until the following September. 

During the Japanese occupation of Wake, 
Lee witnessed the beheading of an American 
serviceman and was forced to dive into 40 
feet of water-without any equipment-to 
retrieve an American torpedo that had been 
fired at a Japanese ship bringing supplies to 
Wake, he said. 

While a POW ~t Yokosuka and Yokohama 
in Ka.nagawa Prefecture, and in Tokyo, Lee 
said he was beaten more than once. He also 
saw the Doolittle raid of 1942 and the Tokyo 
Bay plane crash that killed Gaylord Dil­
llngham of Honolulu.e 

WHAT REAGANOMICS IS ALL 
ABOUT 

e Mr. ARMSTRONG. Mr. President, to­
day's Wall Street Journal printed a 
thoughtful article about why high tax 
rates impair personal development and 
economic growth. 

The author, David M. Smick, force­
fully writes that what America needs is 
"a climate of economic buoyancy-that 
sense of ecoil'omic boundlessness where 
a person can, with energy and initita­
tive, take a new idea as far and as high 
as he or she wants" and that with such 
an economic climate "our entire econ­
omy will gain in production and jobs; 
and the Nation will regain the energy 
and opportunity and spirit upon which 
its greatness depends." 

Mr. Smick's article paints a bright fu­
ture for America once it is unshackled 
from a tax code that now discourages 
individual initiative. The article is in­
sightful, and it places Mr. Smick on the 
forefront of the new thinking that is 
reshaping America's political landscape. 
The article is well worth reading, and 
I commend it to my colleagues. I ask it 
be printed in the RECORD. 

The article follows: 
WHAT REAGANOMICS Is ALL ABOUT 

(By David M. Smick) 
In the late 1930s, Chester Carlson had a 

revolutionary idea-an electrostatic print­
ing process-which he tried to sell to the 
top mimeograph companies in America. 
Turned away time and again, he finally 
converted his kitchen into a workshop and 
went into business for himself. There was 
risk and a shortage of capital, but the tiny 
enterprise survived and prospered. 

Today, we know it as Xerox. 
Were Mr. Carlson alive, he probably 

would ask, "What ever became of those 
smug mimeograph companies?" The answer 
i s t hat they fell victim to what Joseph 
Schumpeter, the economic theorist, called 
"the creative d':'struction of capital"-the 
process by which ia new idea enters the 
marketplace, making existing capital 
worthless. 

What sounds like some arcane concept ls 
the heart of Reaga.nomics. It expl.ains the 
President's understanding of how growth is 
produced in the private sector, and why he 
believes, against a multitude of critics, that 
his across-the-board tax cuts for people will 
lead directly to new jobs. 

To give the President credit, most poli­
cymakers have in recent years understood 
the process of job creation a.bout as well as 
John McEnroe has mastered the art of di­
plomacy. Mention "Jobs" a.nd the picture is 
of giants of industry like Chrysler and U.S. 
Steel either protecting existing jobs or ex­
panding plant and equipment to create new 
ones. 

Ar.tually, the Fortune 500 have experi­
enced virtu:illy no net job growth for more 
than a decade. The newest research shows 
instead that nearly all new jobs are coming 
from firms with precisely the opposite 
characteristics. 

They are not only small, but minuscule. 
Nearly 70% of new jobs come from firms 
with 20 or few~r employees. Almo.3/t 100 % 
of nei~ new jobs in the Northeast co.me from 
such firms. 

They are young. Most new Jobs come from 
firms four years old or less. 

They are unpredictable and unstable. The 
mo:-e s ~·a.ble a firm is, the less likely it is to 
produce new jobs. 

FAIL NATIONALLY AT SAME RATE 

Many of these fledgling enterprises will go 
out of business (four out of five do so within 
the first year) with new ones springing up 
to take their place. Frostbelt or Sunbelt, such 
'businesses fail nationally in metropol1't8in 
areas as roughly the same mte--8 % a year. 
Booming Houston, a<:cording to David Birch 
of MIT, proportionally has more business 
failures toda.y than the old cities of Boston, 
Baltimore, Hartford-indeed more than al­
most every other city in the U.S. 

What these fac·ts and: statistics create is a 
perfect obje·ct lesson. Houston's success stems 
not from a strong defense, but a strong of­
fense. En·trepreneurs with new ideas are cre­
ating jobs at a pace far exceeding the rate 
jobs are lost, providing Houston a tremen­
dous engine for prosperity. 

Th.e secret to maintaining high levels of 
national employment is hardly impor:t quotas 
or Chrysler-like bailouts or even tax propo­
sals aimed merely at modernizing existing 
plant and equipment. 

The secret is crea•tivity encouraging a 
groundswell of men and women with fresh 
ideas to strike out on their own. The secret 
lies in the enterprises yet unborn, the oil 
wens yet undrilled, the inventions yet un­
tried. Some of these fledgling entrepreneurs 
wiH fail, but others-like Chester Carlson­
will replace today's capit811 a.nd products 
with new and better ones, to the benefit of 
all of us. 

The irony is that city planners, govern­
ment growth economists and even successful 
corporate executives usually find this think­
ing unrealisUc. The reason ma.y be that pro­
ductive change is not in their own vested 
interest. But it also may result from the 
grea..t frustra;tion that in this age of sophis­
ticated econometric models and corporate 
"five-yea.r plans," enterprise and job growth 
is just as unpredicta.ble as it was decades 
ago. It still involves the dynamic process of 
two competing forces; success and failure. 
And perhaps most frustr81ting, it continues 
to depend directly on the creative implemen­
tation of new ideas by folks who, in the eyes 
of oorporate America and the federal gov­
ernment, appear unpolished and relatively 
inex,perienced. 

If you have met a true enitrepreneur even 
once, you know they tend to lbe nothing ibut 
crazy. Like Chester Carlson, they appear il­
logical dreamers, even though many ha.ve 
that inner genius for success. As a sophisti­
cated •business or government executive 
would you, or could you, take the risk of 
inveSJting in such wipredictable characters 
knowing that many will end up as misem.ble 
failures? Perhaps this is why large institu­
tions have not provided many permanent 
new Jobs. 

While entrepreneurs may be crazy, they 
are crezy like a fox. Most expect to lose 
money in the early years; st111 they make a 
careful calculation of current risk age.inst 
future reward. They are society's drea.Iners 
and will endure incredible risk-far more 
than established business-iwit'h promise of 
great future reward. 

In a sense, every individual is a potential 
entrepreneur. By that I mean that we ba.ve 
near limitless sources of !both human and 
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financial capital-professionals in high tax 
brackets working only three days a week, 
mid-level industry technicians teeming with 
new ideas but apprehensive of the risks of 
individual enterprise, and many others. 

Notice this is not just capital formation, 
but capital mobilization. Capital is more 
than money. It is also productive ab111ty 
and thus exists in the minds, hands and 
hearts of people. The question is, how do 
you encourage these potential new wealth 
a.nd job creators to invest their ta.lent and 
savings in a new enterprise instead of in 
real estate, elaborate tax shelters, money 
market funds or in doing nothing at all? 
What they need is a climate of economic 
buoyancy, so necessary to individual initia­
tive, and a system that capitalizes on hu­
man nature by strengthening the link be­
tween effort and reward. 

House Speaker Tip O'Neill calls this "the 
whims of free enterprise." With all due re­
spect, it is precisely such entrepreneurial 
risk-takers, now lining Route 128 outside 
Boston with small "hi-tech" firms, who are 
shouldering his city's job and tax base. If he 
simply visited these enterprises, the Speaker 
would discover that entrepreneurial success 
in America is taxed and har·assed more than 
in just about any other free industrialized 
country. By the sheer force of logic, he would 
immediate'ly help lower or eliminate the 
ca.pita.I gains tax, lower the corporate rate, 
eliminate senseless overregulat1on and, most 
importantly, lower marginal tax rates on 
personal income across the board. 

POTENTIAL ENTREPRENEURS 

After all, 90 percent of American busi­
nesses still pay taxes through the personal 
schedules. These include proprietorships, 
partnerships and all the other noncorporate 
entitles engaging in enterprise. Just as vi­
tal a.re potential entrepreneurs who, before 
entering a risk situation by pulling savings 
out of tax shelters, look instinctively to 
their personal tax bracket, which inflation 
has pushed higher and higher in recent 
years. 

This is why President Reagan calls his 
across-the-board personal tax-rate reduc­
tion plan a "small-enterprise incentive" and 
why he favors the proposed end to the dis­
tinction between "earned" and 'unearned" 
income (establishing a .top tax rate on per­
sonal income of 50 percent now, with the 
goal of 35 percent as soon as is politically 
possible). Both increase the after-tax re­
ward for greater entrepreneurial risk, for 
the direct creation of jobs. 

Congress, with a false sense of sophisti­
cation, has always preferred more compli­
cated solutions to the creation of jobs-the 
targeted gimmicks with bulit-in "triggers" 
that have failed for so many years. Yet the 
birth of an enterprise has an elusive, al­
most metaphysical quality that makes tar­
geting, planning, certainty and "sophisti­
cation" most difficult. Something as com­
mon and essential as the ballpoint pen was 
conceived by, of an people, an insurance 
executive on his summer vacation. The ar­
rival of the automatic transmission had lit­
tle if anything to do with the multi-m.illion­
dollar engineering departments of Detroit's 
Big Three. 

Growth involves ideas and thus is un­
predictable. All we can provide is buoyan­
cy-that sense of economic boundlessness 
where a person can, with energy and initia­
tive, take a new idea as far and as hiP'h as 
he or she wants. If we can keep that initia­
tive from being stifled, as it is today bv an 
inefficient tax and ref!Ulatory system, peo­
ple may once again follow their dreams. 
Al'low entreiJreneurs and potential entre­
preneurs across-the-boa.rd wot'thwhile re­
turns on their effort and thev will start ta.k­
in~ ris~s. Our entire economy will l?'a.in in 
production and jobs. and the nation wlll re­
gain the energy and opportunJtv and spirit 
upon which its greatness depencis.e 

UNITED STATES NEEDS A 
DOMESTIC SUGAR PROGRAM 

• Mr. INOUYE. Mr. President, I wish to 
share with my colleagues editorials from 
Hawaii's two major newspapers regard­
ing the sugar provision included in the 
Senate Agriculture Committee's Food 
and Agriculture Act of 1981. 

I strongly support the Senate Agricul­
ture Committee sugar provision and am 
deeply concerned over the erroneous re­
ports, studies, and news stories that have 
been recently published on sugar. The 
sugar industry is extremely important in 
my State of Hawaii, and to many other 
States across the Nation. More impor­
tantly, since the expiration of the Sugar 
Act in 1974, American sugar consumers 
and producers have been at the mercy of 
the extreme price fluctuations prevalent 
in the sugar market. 

The domestic sugar loan support pro­
gram contained in S. 884 will provide 
added stability to the sugar market. 
Given the USDA's economic outlook for 
sugar over the next 5 years, the pro­
gram's 19.6 cents per pound loan rate 
would probably not involve any cost to 
the Government. Most importantly, the 
stabilizing influence of the program will 
have a beneficial effect on consumer food 
and sweetener expenditures. 

The United States produces just over 
half of the sugar we use. The rest we im­
port. Hawaii supplies approximately 20 
percent of the sugar grown in the United 
States, or 10 percent of the entire 
amount of sugar consumed in our coun­
try. Thus Hawaii, other producing 
States and our Nation's consumers must 
suffer through the price fluctuations in 
the world market. 

The world market for sugar is one of 
the most volatile commodity markets. 
Prices may change dramatically as a re­
sult of small changes in production or 
consumption. For example, in 1974 and 
early 1975 sugar prices went from 9.6 
cents to almost 65 cents per pound and 
back down to around 9 cents per pound. 
And again in just the past 18 months, 
sugar prices moved from 9 cents per 
pound to 45 cents per pound, back down 
to below 20 cents per pound today. 

Consumer and industrial users bene­
fit from low sugar prices, while sugar 
producers incur substantial losses. The 
opposite occurs during times of high 
prices, when the consumer pays dearly 
for sugar while the sugar producer may 
not make up for losses incurred when 
prices were low. The extreme price fluc­
tuations have cost the American con­
sumer and the domestic sugar producer 
dearly. 

Most of the world's sugar is not traded 
on a free market. Of the annual con­
sumption of about 90 million metric 
tons, about 85 percent is consumed in 
the country where it is grown or is traded 
through srecial marketing agreements. 
Of the remaining 15 percent of world 
sugar production, there are substantial 
trade restrictions on about two-thirds. 

About one-fourth of the world free 
market sugar is sold in the United States, 
and we depend on that market for about 
45 percent of our sugar supply. The re­
sult is exaggerated swings in price fol-

lowing even small changes in supply or 
demand. 

It would be justifiable to expect U.S. 
sugar producers to compete with foreign 
sugar producers if it was in a truly 
free market. However, how can we expect 
U.S. sugar producers to compete in a 
market where sugar is produced through 
foreign government subsidy and Gov­
ernment-manipulated low wage rates? 

The United States needs a domestic 
sugar p·rogram, and it is my hope that 
my colleagues will support the sugar 
provision now part of the Food and Ag­
rlculture Act of 1981. This program will 
bring greater stability to the U.S. sugar 
market, and will benefit both the sugar 
producer and consumer of the United 
Etates. I ask that the fallowing two edi­
torials which expand on the points that 
I have made be printed in the RECORD. 

The editorials follow: 
(From the Honolulu Advertiser, May 12, 

1981) 
SUGAR NEEDS SUPPORT 

The end of the week should tell whether 
an important hurdle has been cleared in ef­
forts to get sugar included with other com­
modities in the 1981 Omnibus Farm Bill that 
Congress is expected to pass later this year. 

The Senate agriculture committee has ap­
proved a price suoport program for sugar 
under the bill. A House agriculture subcom­
mittee earlier did the same. By Friday the 
full House Agriculture Committee is ex­
pected to send its version of the farm bill to 
the floor. 

The United States imports half the sugar 
it UEes, buying on the so-called world market 
where other countries sell their surplus. 
Prices and supplies fluctuate wildly on this 
market, and domestic prices follow along. 

The goal of a federal price support program 
ought to be to ensure that prices are high 
enough so efficient producers can stay in 
busineEs but not so high as to unfairly pinch 
the pocketbook of consumers. 

As far as the Hawaiian sugar industry is 
concerned, price stability is a main goal. Sev­
eral months ago when the sugar industry 
made its annual report on 1980-its most 
prosperous year since · 1974-the price of 
sugar was 41 cents a pound. Now it is in the 
15- to 17-cent range. 

Inclusion in the farm bill would guarantee 
sugar producers across the country access to 
what is called a non-recourse loan program. 
Under it, when sugar prices fall to a specified 
level, producers would be able to get loans 
from the federal Commodity Credit Corpora­
tion using their crops as collateral. 

If prices go up the producer could sell his 
crop and repay the loan. If prices stay low 
the producer would forfeit the collateral, 
keep the money and the corporation would 
hold the .sugar until prices rise again. 

In 1977 and 1978 a loan program was in 
effect and the corporation profited $67 mil­
lion. Such a program is legally possible now, 
but only at the discretion of the Secretary of 
Agriculture who has indicated that the ad­
ministration does not belleve the sugar 
growers need help. Inclusion in the farm bill 
would guarantee the loan program to sugar 
growers when low prices prevail. 

A stable, reasonably prosperous sugar in­
dustry ls obviously important to Hawaii. This 
ls especially so now that tourism is stagnant 
and always uncertain federal spending-the 
"third leg" on which Hawaii's economy 
stands-is being reduced sharply in some 
areas. 

But the stablllty of the sugar industry is 
not just a local concern. Hawail and Florida 
each represents about 20 percent of domestic 
sugar production and the rest ls spread 
across the country, particularly in the South 
and West. 
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Finally, the decline in the American capa­
city to produce sugar, which could lead to an 
unfortunate over-dependence on other coun­
tries, is something everyone needs to be con­
cerned about. 

Prospects for sugar's inclusion in the farm 
bill are just better than even, observers be­
lieve. The $100 million potential cost of the 
program--out of an expected $2.1 billion 
farm bill-is not large. But sugar is a small­
fry in the funding competition next to farm 
products like wheat, corn, milk and tobacco. 

There is obviously a trend, led by the 
Reagan administration, to cut federal farm 
aid, or to increase it only modestly. There is 
still a chance that sugar could be left out in 
the general fray. But sugar would be an un­
fortunate place to make cuts. 

[From the Honolulu Star-Bulletin, May 20, 
1981) 

PROTECTION FOR THE SUGAR INDUSTRY 
It wasn't going to last forever, and it 

hasn't. We mean the bonanza of high sugar 
prices. They're down again from a peak of 43 
cents a pound last November to less than 16 
cents. 

That is the break-even point for the 
Hawaii sugar industry, or maybe a little be­
low. The party is over, for a while at least. 

The industry went for the same ride on the 
price roller-coaster in the mid-1970s. That 
experience produced the International Sugar 
Agreement (ISA), which was supposed to 
stab111ze world prices. So far the ISA hasn't 
been effective, partly because the European 
Economic Community (Common Market) 
has refused to join. 

Hawaii's sugar industry has maintained 
that it needs domestic legislation to replace 
the Sugar Act, which expired in 1974, in ad­
dition to the ISA. 

It was dimcult to gain support for that 
view in Congress when prices were so high. 
Now that the pendulum has swung the other 
way, the case for new sugar legislation has 
been strengthened.e 

THE WORLD HEALTH ORGANIZA­
TION'S CODE ON INFANT FOR­
MULA 

• Mr. EAST. Mr. President, the recent 
controversy surrounding the World 
Health Organization's code of market­
ing for breastmilk substitutes has gen­
erated much heat but little light. We 
all want to protect and improve the 
health of infants. Is the WHO code the 
way to do so? 

In a recent address at a meeting 
sponsored by the Herita;ge Foundation 
Assistant Secretary of State for Inter~ 
national Organization Affairs, Elliott 
Abrams ably defended the Reagan ad­
ministration's position. 

I ask that his address be printed in 
the RECORD. 

The address follows: 
DISCUSSION OF THE WHO CODE ON INFANT 

FORMULA 
(By E111ott Abrams) 

I welcome the opportunity to be here 
this afternoon to talk with you about the 
United States' deciston to oppose the World 
Health Organization's International Code of 
marketing Breastmilk Substitutes. 

Last month we, as a nation. stood alone 
in voting against the Code after a careful 
review revealed that little, 1! any, of it could 
be implemented in the United States. we 
acted only after thou<?htful consideration 
of all of the issues involved. Although both 
the House and Senate have raised questions 
about our vote, we remain firmly convinced 

that there are portions of the Code which 
are contrary to the best interests of both 
the united States and of the world com­
munity, and that our vote was correct. 

As we review the Code and the Reagan 
Administration's reaction to it, I tbink it 
is helpful to separate health issue3 from 
political issues. \Ive found the Code want­
ing on both counts; but still the issues 
are different and should be discussed sep­
arately. Let us start with the health issues. 

I do not want to represent myself as a 
health expert. After all, I am a lawyer, not 
a doctor, and I represent the Department 
of State, not the Department of Health and 
Human Services. Yet even to a layman, I 
think it is obvious that there was con­
siderable exaggeration and distortion in the 
argumentation surrounding this code, and 
even in the code itself. For almost every 
scientific study claimed to prove one thing, 
another study claimed to prove the oppo3ite. 
Nevertheless, let us look at some of the 
basic considerations. 

Let me begin by saying that the medical 
profession is unanimous in saying, and we 
of course agree, that breast milk is the 
superior form of infant feeding. We will 
continue to promote breast feeding through 
HHS programs at home and AID programs 
in the Third World. 

But the code itself is a different issue. 
Just because we support and want to pro­
mote breastfeeding, we need not support 
every document that purports to deal with 
the issue. In regard to this particular docu­
ment, careful thought needs to be given 
to whether it is appropriately modest in its 
claims and whether it appropriately recog­
nizes the debate that still exists on many 
of the health claims on this issue. The fact 
is that there are many differences of opin­
ion. 

For example, the code is based on the 
supposition that Third World mothers who 
would otherwise breast feed are led into 
using the formula by the promotional activ­
ities which are said to be a significant cause 
of the decline in breastfeeding. It is also 
argued that this declining rate of breast­
feeding accounts for infant deaths which 
are associated with Inisuse of formula and 
which could otherwise be avoided. 

But these suppositions should not be 
lightly accepted as the whole truth. For one 
thing, decreasing breastfeeding ls directly 
associated with the phenomena of urban­
ization and industrialization. Simply put, 
city dwellers in the Third World are le=s 
likely to breast feed than the rural popula­
tion. In part, this is simply because many 
more urban women work outside the home 
and cannot arrange to breastfeed. 

Needless to say there are also many wom­
en who choose not to breast feed, and others 
who are unable to breast feed successfully. 

'I'hus it ca.nnot be said that promotional 
activities of the infant formula industry 
are the main determinant of the rate of 
breastfeeding. In the U.S. we have a free 
economy which permits the promotion of 
infant formula for profit. In the last ten 
years the rate of breastfeeding has doubled. 
In many Communist and Socialist countries 
such as the Soviet Union, or Hungary, or 
Algeria, where production and adverti"ing 
of infant formula for profit is forbidden, 
the rate of breastfeeding continues to de­
cline. In my view, we learn from these facts 
that advertising simply has very little to do 
with the rate of bre'.3.stfeeding. Su~porters 
of the Code who stress that it is being 
produced by profit-making corporations 
and who ignore the kind of facts I have 
just mentioned are displaying their own 
ideological bias ag0::1.inst private corporations. 

Supporters of the code also claim thg.t the 
use of infant formula causes up to a million 
deaths a year. Now this figure comes out of 

thin air. There ls no factual or demon­
strable basis for it. It is a straight-out guess, 
presented to us by poleinicists as undeniable 
truth. 

But if there are deaths associated with the 
absence of breastfeeding, here ls what they 
mean. They mean that the use of contami­
nated infant food costs many lives a year 
which could be saved if mothers breastfed 
their infants instead. This argument as­
sumes that there are only two choices for 
mothers : to breast feed or to use infant for­
mula. In fact, Inillions of mothers iu the 
Third World use harmful breast milk substi­
tutes such as local water mixed with corn, 
sugar, flour, or rice. In many cases, the im­
pure water which they mix with these foods 
to give their children is very damaging or 
even fatal. 

Now it should be clear that water is the 
culprit in that case. And it should be clear 
that if that mother switches from using con­
taminated local water and sugar, to usinii 
contaminated local water and infant for­
mula, the health of her infant is no worse 
off. Indeed, it may even be improved. 

Critics of infant formula are vociferous 
in citing the incorrect use of it as a menace 
to infant health. (The Washington Post just 
recently ran a long story with this conten­
tion right here in Washington.) But let us 
not be naive about the choices that arc 
available to mothers. In most developing 
countries, if mothers gave up using infant 
formula, their only real choice ls to go to 
sugar water or cassava root or something even 
less nutritious. 

In short, we are not convinced that the 
code was based on accurate assumptions. 
Indeed, it seems clear that the code and i~s 
supporters overstate the role of infant for­
mula marketing in leading women away 
from breastfeeding. They also appear to 
ascribe to infant formula certain health evils 
that are far more broad and far more per­
vasive. The fact is that infant formula as 
produced ls a safe and nutritious product, 
for which there is clearly a legitimate market 
And it ls a product that could not possibly 
be responsible for all of the evils ascribed 
to it. As Dr. George Graham of the Depart­
ments of International Health and of Pedi­
atrics at the Johns Hopkins University re­
cently testified before Congress: 

"There is a very real danger that the for­
mulation of a code devoted to the control 
of infant formula marketing practices, no 
matter how carefully written, will leave the 
impression that a major problem has been 
solved and delay or prevent other much more 
important actions that need to be taken." 

I would like to turn now to the other side 
of the Code-its political side. If the health 
issues are, as we believe, complex, if honest 
men and women can differ on them, what ex­
plains the terribly high emotions involved 
in this dispute? Wha.t explains some of the 
more extreme provisions within the code 
and claims about it? The answer is not 
to be found in the field of health policy 
but rather in the field of politics. In my 
personal view the Code was dragged into 
the current dispute over North/South rela­
tions, the New International Economic Or­
der. and the role of the multinational cor­
porations. For two years the TTnited States 
en~aP-ed in serious negotiations to get a 
code we could vote for. But the code as it 
emnged raises very serious problems. 

First. the Code c9lls for a. complete ban 
on advet"tlsinr? of infant formula to the gen­
eral T"Ublic and for restrictions on the flow 
of information between manufacturers and 
consumers. It would not restrict misleadin _, 
or untruthful advertising only, but all a.d­
vertisin~ no matter :t>ow accurate. This ls a 
T'OSit.ion that runs count.er to our Constitu­
tional e-uarantee of free sueech. and serves 
to i 1 nde"."s~ore the da11P"e,.s of s!milar moves 
currently underway in UNESCO to regulate 
the free flow of information to the public 
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through the media. In both cases, that of 
infant formula manufacturers and that of 
the press, there is an effort by an interna­
tional organization to limit the flow of accu­
rate information which is being supplied by 
a profit-making private corporation. In both 
cases, the United States has taken a position 
of firm opposition. 

An additional problem is that the Code 
goes into extensive detail a.bout internal 
corporate operating procedures. For exam­
ple, it recommends that salesmen not be 
paid bonuses based on sales volume. we 
thought this a completely inappropriate pro­
vision for an international health code, and 
on which was clearly informed by a strong 
anti-corporation bias. 

The Code was in addition subject to the 
interpretation that its provisions are bind­
ing on corporations even though they are 
only recommendatory to governments. In our 
view, the World Health Organization is an 
intergovernmental organization which can 
have no independent authority over the pri­
vate sector in any country. We oppose any 
effort by the United Nations system to con­
trol private corporate activity. 

Finally, let me mention one other prob­
lem. The Code appeared to interfere with 
the role of health professiona.1s in dealing 
with their patients by assigning to govern­
ments, not doctors, the role of ensuring that 
families are informed about infant feeding. 
Assigning more and more tasks to the States 
ls a practice favored by many nations but 
not one that the U.S. wishes to encourage 
by a "ye-:;" vote. The Code st.!l..tes t ha.t "gov­
ernments should develop social support sys­
tems to protect, facilitate, and encourage" 
breastfeeding. As Dr. Graham noted in his 
testimony, "the use of the word 'societies' 
instead of 'governments' would have rec­
ognized the fact that in most non-Socialist 
countries many of these functions are car­
ried out effectively by private voluntary 
organizations. . . ." 

Dr. Graham goes on to discuss another 
troubling portion of the Code, Article 4.1. 
I quote Dr. Graham's testimony : 

"This article, in its entirely, states: 'Gov­
ernments should have the responsib111ty to 
ensure that objective and consist ent infor­
mation is provided on infant and young child 
feeding for use by famil1es and those in­
v~ ved in the field of infant and young child 
nutrition. This responsibility should cover 
either the planning, provision, design and 
dissemination of information, or their con­
trol.' No matter how it is read, this article 
is proposing prior government censorship of 
scientific and health information: in free 
countries such shackles are totally unac­
ceptable, even when governments mie:ht have 
a great deal of expertise on the matter. 

"In many developing countries no such 
wisdom exists in the government: the article 
is an open invitation to arbitrary im..,osition 
of ideas and to the denial of access by the 
public and health personnel to dissenting 
opinions or evidence. If the intent was to 
control only manufacturers and distributors, 
whether proner or not, the letter of this ar­
ticle can and wm be interpreted to nrevent 
scientists, health workers, community rep­
resentatives, or the communicat ions media 
from speaking up when they disagree with 
official thinking. It can and will be used to 
block the circulation of scientific .1ournals, 
particularly if they carry advertisements." 

We conc:ider it deeuly unfortunate that a 
Code was not developed which took full ac­
count of such comnlexities in the infant 
feedin~ issue and which the United States 
could SU"Jport. 

And so. des...,ite our governmental interest 
in encouragement of breast-feeding, we 

were faced with a code that was simply de­
fective from our point of view. We wo~ld not, 
or could not, have enacted it into law in the 
United State.c;, and we were concerned in gen­
eral about the propriety of WHO's involve­
ment in codes addressed to the commercial 
sector. It is true that the code was not 
binding, that it was only a recommendation 
to member governments and could have been 
rejected or ignored. But we considered it 
hypocritical to vote in favor of a code we 
cot~ld not implement ourselves. And under 
the circumstances, we did not believe it 
proper to recommend the code to others. 

The United States will continue to pro­
mote breastfeeding as the best form of in­
fant feeding, but we cannot support a de­
tailed and inflexible code, global in scope 
and rigid in structure, that our laws and our 
traditions would never permit us to imple­
ment at home. We believe strongly in this 
position. We were prepared- if necessary-to 
stand alone on it and, a.s it turned out, we 
did. It was a risk we were willing to take. 
To begin changing our positions whenever 
they are unpopular in the United Nations 
is a policy with staggering implications, and 
one this Administration re~ects completely. 

Where do we go from here? For one thing, 
it should be clear that our vote on the code 
has been misperceived by many. The langu­
age adopted by the Senate yesterday ac­
knowledged that misperception, and we 
welcome the Senate's recognition of this 
problem. It is ridiculous to interpret our 
vote as a vote against babies, against breast­
feeding, or against better nutrition for 
infants and mothers. Nor is it a vote against 
the UN system. It was a vote on one piece 
of paper- this Code-and simply a reflection 
of our views that the code was inapplicable 
and unimplementable in the United States 
and contained a number of premises and 
conclusions that were not based on decisive 
medical evidence. 

The big storm we have seen in the past 
few weeks '~ unnecessary. I have argued 
time after time against the intrusion of 
poll tics in the UN specialized agencies, and 
here we see the typical result of that intru­
sion. What should have been a measured 
debate on health issues was transformed 
into a shouting match over intentions and 
over integrity. Instead of disputing the Ad­
minist ration's position with persuasive 
medical evidence, too many opponents spoke 
of k1lling babies, or of big business' influ­
ence, or simply invented evidence. 

Let me assure you that we in the Reagan 
Administration will never be swayed by this 
kind of polemics. We will stick to the poli­
cies we believe in, no matter how polemical 
the charges against us. We are aware that in 
many votes on issues of free press or free 
market economics, as on many issues affect­
ing so-called North/ South relations or issues 
related to the New International Economic 
Order, we will be in a :.mall group, or even 
alone. Rest assured this wm never change 
our minds or change our vote.e 

PROGRESS IN POLAND 
• Mr. KENNEDY. Mr. Presi.dent, today, 
July 14, marks an important day for 
Poland-and potentiaJly for Eastern Eu­
rope and the world. A Polish Communist 
Party Congress convenes in Warsaw 
based on elections by secret ballot by all 
members of the party; 80 percent of the 
delegates are participating for the first 
time. New democratic forces are at work 
in Poland; at the same time, the Polish 

people face serious economic problems 
which are the result of decades of mis­
management by the state. 

It is essential to the Polish people, and 
of the greatest importance to the world, 
that they proceed in resolving their own 
internal problems without external in­
tervention. I have complete confidence 
in the ability of the Polish people. gov­
ernment and church to do so in a manner 
which contributes to both peace and 
their future political and economic 
progress. 

I also believe strongly that the inter­
national community should respond gen­
erously to Polish economic needs and 
make it possible for Poland to resolve its 
longer-term problems. Both Communist 
and non-Communist nations and both 
the private and the public sectors should 
play full and supportive roles in eco­
nomic assistance to Poland. In addition 
to the decision last year to provide Com­
modity Credit Corporation credits to 
Poland, I call upon the administration 
to provide further credits for corn and 
other food supplies at this critical time 
for Poland and the Polish people. 

Mr. President, William Beecher and 
Jim Hoagland have written thoughtful 
articles, in the Boston Globe and Wash­
ington Post respectively, on the current 
economic and political situation in Po­
land. As Mr. Beecher points out, we must 
not be surprised by "mistakes of omis­
sion and commission * * * during a pe­
riod of transition" to decentralized eco­
nomic managetnent so essential to Po­
land's long-term economic success. Mr. 
Hoagland explains the "Polish paradox": 
those who wish to reform the political 
system in Poland must be careful not to 
destroy the progress achieved to date. 

On this important date for Poland, we 
all join in wishing it well in its critical 
passage to economic and political success 
for the Polish people. 

I request that William Beecher's ar­
ticle, "Have the Poles Reached a Time 
of Decision?," and Jim Hoagland's arti­
cle, "Polish Paradox," be printed at this 
point in the RECORD. 

The articles follow: 
[From the Boston Globe, July 10, 1981 J 

HAVE THE POLES REACHED A TIME OF DECISION? 

(By William Beecher) 

WARSAw.-It may seem a small thing, but 
historians and sociologists may look back at 
the summer of 1981 as marking a turning 
point in the expectations of the next genera­
tion of Poles. 

It's traditional that Polish babies, when 
they cry out in their carriages, are given 
small, hard cookies, just as mothers in the 
United States pop a pacifier in a wamng in­
fant 's mouth between feedings. 

About six weeks ago, the baby cookies dis­
appeared from the shelves. Why, since they 
are baked locally from flour and sugar?? Who 
can say about Polish foodstuffs, a journalist 
answers. Things just disappear. There is no 
explanation. There is very little in the 
markets. 

Now, in perambulators all over Warsaw, in­
fants must be satisfied with rubber and 
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plastic pacifiers. If the situation persists, lt 
could prove significant. In the past, from 
their earliest recollection, Poles had only to 
cry out to be rewarded with something sweet. 
Inadvertently, that may have shaped a na­
tion's expectations that instant gratification 
was the normal condition. 

For the last three decades the Poles have 
always demanded good food at low prices. 
Often they have taken to the ~treets and 
rioted when higher prices threatened that 
condition-twice even bringing down 
governments. 

But, al though sweeping changes ln the po­
litical, social and economic structures are 
being won at the insistence of workers and 
farmers, currently skimpy market shelves are 
expected to get even worse. 

Plant managers and state farm directors, 
who depended on directives from bureaucrats 
in Warsaw to tell them what to do, are sud­
dently going to have to make a lot of their 
own decisions, being judged on the hereto­
fore unheard of test of whether they can 
turn a profit. Many mistakes of omission 
and commission can be expected during a 
period of transl tion. 

As grandiose plants ordered by the previous 
regime are closed because they are uneco­
nomic, wlll displaced workers return to farms 
which are desperately short of help? City life 
can be more exciting and farmers are looked 
upon by society as country bumpkins. But as 
private farmers, who own 75 percent of the 
land, begin to get realistic prices, farm in­
comes should spiral compared with urban 
salaries, as in Hungary. Or wlll the unem­
ployed insist on retraining for service jobs, 
such as automobile repair? 

What about the hundreds of 1thousands of 
bureaucrats and managers and editors-the 
new middle class-whose cars, nice apart­
ment and television sets have come to them 
less from ability than loyal membership in 
the Communist Party? For many of them the 
lifestyles they have become accustomed to 
could be jeopardized 1f future rewards are 
based on performance under the most com­
petitive circumstances. Will they nonetheless 
implement the changes, or obstruct them in 
hopes they wlll flounder further and people 
wm finally decide to trade their new free­
doms and five-hour lines for meat for a re­
turn to the old ways where perhaps

1

a relieved 
and grateful Soviet Union wm send in hand­
some bounty? 

In all walks of life, despite what should 
be a heady mood here, one meets 10 pessi­
mists for each optimist. 

An intellectual puts the case this way: 
Over the past 35 years there has developed 
a new bourgeois class of people who gained 
everything not through talent but party 
membership. They suddenly realize they can 
lose everything, much like Franco's middle 
class in Spain. So instead of talking a.bout 
renewal and solldarity, they keep quiet. They 
follow orders e.nd keep the situation in sus­
pense-until the majority in Poland get so 
tired of lines they wlll agree to anything, 
even a return to the old ways, to get meat 
and rice without ration coupons. The Rus­
sians will not invade. They wm just wait 
and the fruit wlll fall into their hands-in 
the autumn. 

A Solidarity official sees it differently: the 
mismanagement and waste of the previous 
regimes were appalling. This crisis had to 
arise, it was only delayed by loans from the 
West. Our economic situation ls so bad that 
turning back to the situation of the past 
will not end the lines, or put meat in the 
shops. There's no turning back. It's gone too 
deep. 

(From the Washington Post, June 22, 1981) 
POLISH PARADOX: PARTY'S FOES TRYING To 

KEEP REGIME AFLOAT TO REFORM IT 
(By Jim Hoagland) 

GDANSK, POLAND.-Jan Labecki, first secre­
tary of the Communist Party in the Lenin 
Shipyard, member of Poland's Central Com­
mittee and seeker of a new form of commu­
nist rule for his country, fidgeted as his visi­
tor returned to the question of the be.nner 
that had been strung across the shipyard's 
main entrance early that morning. 

It was now midday and the banner still 
hung in the defiant spot chosen by Solidarity 
union activists, their neat black lettering de­
manding the release of l'ola.nd's political 
prisoners. Soon, regional officials would be 
passing beneath it as they gathered at the 
shipyard to elect delegates to the national 
Communist Party Congress, and Labecl-.i was 
acknowledging that the banner would still 
be there to greet them. 

"F'i11ci somebody to take lt down," the 
party administrator challenged his ques­
.tioner. "There would be trouble, and who­
ever took it do~n would be out of a job and 
would never get another job here. The one 
who replaced him would not even try the 
next time." 

"In the history of Poland it is always like 
·that," he continued. "At one time you can 
do whate.·er you want, without responsibillty 
for it. That was the last decade. Now, the 
pendulum has swung, and they can do what­
ever they want. Solidarity is givi.ng the orders 
right now." 

Poland's national revolt against three dec­
ades of misrule and repression has turned 
this Eastern European country into an 
ideological no man's land in the late spring 
days leading toward a climactic party con­
gress next month. A surge of open national­
ism, polltlcal activity and freedom of expres­
sion here makes it seem that the Iro.n Curtain 
has been parted at the Polish frontier. 

Suddenly, the fear that has been the ce­
ment of Soviet rule in Eastern Europe has 
been turned. In Gdansk, the party and its 
police fear the people, not vice versa. Jn 
th13 Bollsh paradox, Commun'1.st Rarty of­
ficials are actually running for election to 
their jobs, in secret balloting, and they can­
not yet know where this novel experience 
w111 lead. 

Neither can the police, who would nor­
mally have yanked dow.n the Solidarity ban­
ner at the shipyard. Nor can the censors, who 
normally would have halted the unvarnished 
reporting appearing in the Polish press and 
curbed the outpourLngs of Polish men and 
women who are excitedly telling ea.ch other 
what has happened to them and their coun­
try under 35 years of Communist rule. 

Now, a reporter as'k"s a Polish activist what 
help the United States could send and is told 
calmly, in the hearing of a do7en persons 
in a public place, "How about tan.ks?" 

In this new Poland, it takes a well-pub­
licized outburst by Communist Party lead­
er Stanislaw Kania, bacl!"ed by a nastily 
t.hreatenlng letter from the Kremlin, to stir 
the old fea1 patterns and to give a little 
backbone to the police and censors. Kania's 
promise of a crackdown ls not an end to this 
season of dissent but an ack-nowledgment 
of the enormous task hls weatened govern­
ment faces l n trying to get the genie of 
democracy back into the bottle. 

"We've started rooting for the gov­
ernment," said one Western journalist cover­
ing the upheaval. "You have to go with the 
unclerdog." 

Seen from inside, Poland's revolt looks dra­
matically different than when it ls viewed 
from Washington against the ever pres-

ent backdrop of the Kremlin and the White 
House muttering menacingly at each other 
or at the Poles. Here, the periodic threats of 
global confllct are adJuncts to a subtle, cos­
mopolitan and highly risky internal power 
game that is not ooeylng traditional rules of 
such struggles. 

"People talk about a. power struggle, but 
power lies on the sidewalk and nobody picks 
it up," says Father Josef Tischner, an in­
fluential Roman Datholic theologian ln Kra­
kow. Andrzej Gwlazda, Solidarity's deputy 
leader, adds: "We're doing our best to con­
vince the government lt ls a. government. 
Maybe that ls why we argue so much with 
it." 

That sentiment contains the core of the 
paradox. Many opponent.;; ot the party fear 
that its government will simply disintegrate 
one day, provoking a Soviet invasion. Church 
leaders, Solidarity members and intellectu­
als who accept this view maneuver ln silent 
complicity with party reformers to keep the 
government a.float long enough for it to be 
completely overhauled from the bottom. 

Maneuvering ln a completely different di­
rection, of course, are the members of the 
old guard who are not ln sympathy at all 
with the liberalism and patriotism that 
could cost them their power. It ls difficult 
to judge their strength, particularly since 
they continue to shun contact with visiting 
journalists, but lt ls sufficient to worry Kania 
and Solldarlty activists. ''The party elections 
are so democratic that they trouble me," says 
Zblgniew Bujak of Solidarity. People who 
are losing power are our biggest opponents 
and they are not happy to be going." 

Poles appear to be too busy trying to ad­
vance and understand the palpable trans­
formation occurring wlthln their society 
to keep asking themselves, as Westerners 
do constantly, 1f the Russians are going to 
invade. Instead, it ls the profound human 
experience that ls occurring within the 
Polish revolt ·that occupies Poles, and it re­
quires the shouting of Kania and :W.oscow 
to jerk them back to the global d·angers 
that fixate outsiders. 

Two dominant impressions emerge from 
the comments of several score of Polish 
Communists Party officials, Solldarlty mem­
bers, journallsts, steelworkers, farmers and 
others interviewed during a week in War­
saw, Gdansk and Krakow. These impressions 
suggest something of the texture of llfe in 
those cities today. 

First ls an almost total alienation of the 
population from Lts rullng class, expressed 
ln the most open and visible way imaginable 
in a country subject to totalltarlan rule for 
35 years. A visit suggests that Gerald Ford 
was perhaps no more than premature ln his 
1976 presidential campaign debate judgment 
that Poland was not under Soviet domina­
tion. 

The second ls the consequent turning in­
ward of that population on lts own resources. 
While the ideological hurricanes sweep the 
ground around them, Poles evidence a gentle 
human concern in personal contacts, almost 
as 1f they are celebrating the collapse of bar­
riers that ideology had sought to erect among 
them. The mood in the long lines that form 
in front of tobacco stores, food shops, gaso­
line stations and other places where con­
sumer goods have become scarce ls unfail­
ingly calm and courteous. 

The seemingly complete disgust of the peo­
ple for the rulers, who are seen particularly 
ln the last decade as having driven the coun­
try into national bankruptcy through mis­
calculations and a. policy o! lies and decep­
tion, powers the still evolving drive for demo­
cratic freedoms in a Poland that would re­
main in the Warsaw Pact and have a socialist 
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economy run for the first time for working­
class interests. 

Three often conflicting goals seem to be 
gathered in loooe harnes,;; around the Polish 
revolt, at times racing in the same direction, 
but usually wildly pulling against each other 
and ma.king the Polish revolt seem to outsid­
ers to lurch from crisis to c.risis without 
direction. 

From Kania on down, the Poles want to 
keep the Soviets out. Secondly, many Poles 
seem convinced that the Communist Party 
here must be reformed through democratic 
procedures to regain a minimal measure of 
consent from the population to govern-a 
consent .that does not exist today. 

Equally urgently, moderates in Solidarity 
and in the party voice a need to work to­
gether to resolve the deepening economic dis­
aster that Poland faces. But a major strugg1e 
still looms over the conditions of that cooper­
ation, with Solidarity wanting to "contro1" 
the implementation of economic re..:orm 
without ta.king the "coresponsibility" for re­
form, and sacrifices, as the pa.rty urges. 

This much has been clear for several 
months. What has changed in recent days 1s 
that the most important struggle in Poland 
no longer pits Solidarity directly against the 
party. The confrontation has mo\<ed inside 
each organization ac Solidarity and tne C;om­
munists prepare for tneir separate nationa.1 
congresses and. seeA. politica.1 programs tnat 
define their aims and, inevita.01e, wno is in 
charge. With his twin warnings tills montn 
that the bc.>viets have drc1.wn a. 1ine and that 
rerorms must nonethe1ess condnue, Ka.n1c1. 
has moved to contain both his party 's ideo- . 
logical conservatives a.na gra,.,s-roois retorm­
ers. 

Solidarity leader Lech Walesa, apparently 
against the a.a.vice of some of his c10,,e.;;t aides, 
has cnosen to stress moa.eration and respon­
s101e oenavior to give fi.an.1a. .;;.01ne or~a ... ..cuug 
room. Ba.en side gJ.ves the iwp.1·es.;ion .ior t.11e 
moment oi waiting to see ii tne internal divi­
sions wiH ca.use tne oLner to crac.it, to frag­
ment, to lOse t.ae cohesivenesa that nas 
brought power wnh it .... n in1s view, the Sovi­
ets have also chosen to wait, while trying 
to intl.uence t1.1is internal proce.:i.S througn 
threa.ts as an alternative to invacion. 

The final ouccome ls uncena1n, i:hH almost 
all of tnose in~erviewed insisced on one point 
as being essential-s.:m.ecnlng apt-roa;.;ning 
the current level of freedom of expression 
and association must survive this process. 
They see no turning back without a bloody 
repression directe.J. rrom Mos;:ow. Even then, 
a. number of Poles said, much of the spirit 
of their revolt would survive, and would 
haunt the Soviets throughout their empire. 
That, they added, is one reason they be1ieve 
there will be no invasion. 

They could be tragically wrong. But even 
so, the invading Soviets will find that the 
revolution they came to stop has in many 
ways already occurred, at least on a. psy­
chological level. Poles who have takeh part 
in that transformation are far more con­
cerned that external events-such as belli­
gerent posturing from a Reagan administra­
tion that suggests that events in Poland will 
lead to an end to communist rule in the 
Soviet Union or Soviet paranoia spurred by 
events in Afghanistan, China or elsewhere­
will weigh far more in the invasion balance 
than the developments here this summer. 

"Lines outside the shops in my neighbor­
hoo:i are good news. It means there is some­
thing in them to buy."-A Polish journalist. 

The censor sat across the cocktail lounge 
table sipping a double Scotch, explaining 
why his government had failed and the re­
volt had begun. 

Desp.it-e h!s liberal credent.18ls and beliefs, 
Karol Macuzynski is an lnfiuential member 
of the parliamentary committee that is 

drafting a new censorship law that will de­
termine the legal limits of what is said or 
printed in the "renewed" :t>oland. This law ls 
crucial, he says, because the current turmoil 
ls a crisis of faith. 

It started, he said, with the sudden shift­
ing of priorities, and of style, when fast­
moving Edward ·Glerek took over from the 
stolid Wladyslaw Gomulka in 1970 and im­
mediately set out to give cars and consumer 
goods to workers to ease the pressures that 
led to Gomulka's ouster. 

"Gomulka said workers didn't need cars. 
But Glerek wanted to do everything, to 
please all the people that Gomulka was al­
ways quarreling with. He opened the gates 
for Poles to travel; he got the 11censes, the 
technology and the bank loans from the 
West and he traveled all over the country 
to hold meetings." 
"In the first five years, lit was dynamic, 

and nobody asked where the money was go­
ing," Macuzynski said. "Then the growth 
stopped and the leadership couldn't admit 
it. The meetings became empty, part of a 
com~letely autocratic way of ruling, and the 
leaders became victims of their own propa­
ganda, that propaganda of success. The un­
bearable part was hearing how well we were 
doing, when we knew how poorly we were 
doing." 

The 1::orrowed money continued to fiood in 
from the West, howe ~·er, and throur.:h mis­
mana~ement, corruption. or a combination 
of the two, Gierek's lieutenants invested 
enormors s'J.ms in industrial white elephants 
that produced worthless goods, put the coun­
try $27 billion in debt, polluted the country­
side and e·1entually angered both workers 
and consumers. 

Macuzynskl maintains that his fellow 
members of the parliament and the party 
leadership accept the idea that free discus­
sion and reporting are necess::i.ry to clean up 
this mess. The censorship law, which will 
restrict only national security, obscenity, war 
propaganda and religious intolerance, will 
"contain 90 percent of what Solidarity says 
it wants," he said. 

"Polish radio and television news has be­
come so good now that people have stopped 
listening to the Voice of America and Radio 
Free Europe .... We are transmitting plen­
ary sessions of parliament live, 12 or 14 hours 
a day sometimes, and people are listening. It 
is extraordinary." 

The journey actually begins in a physical 
no man's land, in the death strio that East 
German authorities have created between 
the two Berlins. The West Berlin taxi halts, 
the passenger unloads his baggage, clears the 
checkpoint and hauls his luggage into the 
strip , crowned by waitchtowers, to wait for an 
Interfiug airport bus. A West German busi­
nessman who has done this often in catching 
connecting fiights to Moscow, Warsaw and 
Budapest, smiles at a question about Poland 
today. 

"It is a mess," the businessman says. 
"But a hopeful one, a promising one?" he 

ls asked. 
"My God, no. It is an awful mess. Before, 

we placed our orders with a factory manager 
and we got deHveries at the right price, on 
time, more or less. But now, you have to talk 
to three Solidarity guys, a priest, and the 
factory manager. who can't give you any 
commitment. Prices are already 20 percent 
up and they still want to raise them more. 
No, it's impossible," the businessman says of 
the turmoil unleashed by Walesa's attempt 
to reform Communism in Poland. 

The quie~est line in central Warsaw the 
next day twists aiong the front corridor of a 
drab, five-story o'lfice building converted a 
few weeks ago into an organizational hP.ad-

quarters for Solidarity. In the lobby of this 
\isiole s~miJoi. of So1iuarity's new permanence 
and proo.ems, vo11. .. mes of poe~ry w1·ii;i..en by 
Po1a.1d·s Nouel Prize wirJ.ner, Czeslaw Milosz, 
have gone on sa.le. 

Printed in l"aris by emigree groups and 
still officially oanned in ~oi.and, the books 
a.isa.ppea.r over the counter at an eve11 faster 
clip than the stylish Solidarity badges, ban­
ners and T-shirts in vogue in Warsaw's 
s treets today. 

Solidarity is careful not to provoke the 
authorities by boa.sting of such sales. But 
neither are they clandestine. They are part 
of the breaking of a long silence by the up­
rising that has come to be known by, and 
protected by, the name Solidarity. 

Factory worker Zbignlew Bujak describes 
it this way: "The school only let us know 
ihat there was knowledge that it was unable 
to convey. The press informed us every day 
that it was not telling us everything about 
ourselves." 

At 27, Bujak has become one of the three 
01 four top officials in Solidarity, who work 
quietly in Walesa's shado;v to organize and 
shape a mass trade union out of the en­
thusiasm and support of the 10 to 12 million 
people-nearly a third of Poland's popula­
tion-who have joined the movement. 

These organizers wrestle with the internal 
dangers that success has brought to Solidar­
ity, as Walesa is increasingly absorbed by 
national and international problems and as 
he works to defuse the situation by endors­
ing Kania's calls for moderation. Bujak and 
the others remain a primary target of Kania's 
saber rattling because of the differences 
among them over Solidarity's strategy to­
ward the party and the government. 

Those differences have given the party 
leadership a chance to fight back, to heighten 
the chances of fragmentation within Soli­
darity by convincing Polish publlc opinion 
that Solidarity has spUt into clear camps 
of "moderates" and "radicals." In this two­
prong strategy, the government would blame 
economic chaos on the radicals and seek ac­
commodation with the moderates to avoid 
new confrontation, especially before the 
party congress convenes July 14. 

The earnest, muscular Bujak appears to 
have come down with Walesa, on tlhe side of 
trusting Kania and a new party leadership to 
deliver on the promises already gained from 
confrontation. He broods that Solidarity 
may have gained too much too fast. 

"We are amateurs at this," he says in a 
second-fioor office as he sifts with a slightly 
overwhelmed air, through organizational re­
ports from factories. "We nePd professional 
organization to handle 10 million people and 
the trust they have put in our union after 
the failures of other institutions for the past 
35 years. We should have had the structure 
first so we could welcome members in, where 
we were ready, but it happened the other 
way." 

Bujak's own story illustrates the depth of 
the feeling that helped Solidarity grow so 
spectacularly so quickly. In a self-education 
group that he set up at the Ursus tractor 
factory outside Warsaw, he had drawn up a 
three-to-five year plan to organi?:e an inde­
pend,ent union. When news of the Gdansk 
strikes reached the factory, Bu1ak jumped 
onto a chair and persuaded thousands of 
others to s•.1 pport Walesa's group. 

An hour later, two blocks away, And1'7ej 
Gwlazda ta}{es two pacFets of sugar out of a 
small carrying case as he orders coffee and 
sltfl down, his hack to the wall of the crowded 
coffee hou".e. A ol'\ildhood in a R1 1 ssian prison 
camp in Wo".'ld War II has taught him "not 
to be afraid of oolar bears" and to be 
preryared !or anything. Solidarity's deputy 
leader says with a whimsical laugh. Then 
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the waitress tells him that today they have 
run out of coffee, too. He settles for lemon­
ade. 

Gwlazda ls the engineer of Solidarity. He 
speaks rapidly and elliptically, his voice 
barely carrying above the clatter of passing 
streetcars and strains of the U.S. rock group 
Blondie's "Heart of Glass" being played on 
the coffee house's stereo system. His manner 
suggests the long career of an underground 
union activist somewhat uncomfortabie wi:th 
being totally above ground now. 

"In March, the Politburo realized that 
Solidarity was a permanent element that 
could not be brolcen down overnight," he 
says, pausing constantly during the discus­
sion to answer other questions rained down 
upon him by knots of union workers who ap­
proach him almost reverentially. "So they 
have changed tactics, trying to weaken and 
to civilize us in their own way. They are try­
ing to blame fooq. shortages on Solidarity. 
They manipulate the crime statistics upward 
and blame that on Solidarity. After we agree 
to freeze our wage demands, they offer in­
creases to party unions. What we face now ls 
a well-prepared and long-range action 
against Solidarity. And we must rospond." 

Solidarity "should do nothing to make 
this party trustworthy," he continues. "The 
elections [to the party congress] will prob­
ably not assure good results. The methods 
may be democratic, but the candidates are 
not." 

It is on these differences that Kania and 
ultimately the Kremlin must pin their hopes 
for a Solidarity that can be tamed, or al­
ternatively, one whose failures can be used 
as a pretext for a cracl:down that would gain 
some popular support. But these differences 
may in the end be overshadowed by the im­
pressive agreement among men like Bujak 
and Gwlazda on the shape of a worlrnble 
future for Poland, which centers on the ac­
ceptance of Solidarity's plan for workers' 
councils that will overhaul and run the 
major state economic activities. Such coun­
cils could tllen get the population to accept 
the sacrifices that will be necessary to get 
the economy running again, they maintain. 

It ls the week that the government has 
permitted Lech Walesa to go to Geneva to 
be Poland's primary speaker at the Interna­
tional Labor Organization. There is evident 
pride in Walesa's entourage over his per­
formance. But there is also concern that, as 
one of the aides closest to Solidarity's leader 
puts it, "the government has suddenly be­
come intelligent enough to try to make life 
very comfortable for us instead of very dif­
ficult. Our credib111ty is what makes us a 
national force, and we must protect it 
against such a trap." 

"Several times a day now I have to remind 
myself that I am now carrying on real dis­
cussions with peo;>le, not just giving orders. 
It is part of the adjustment we all have to 
go through in this new environment. I will 
learn that, or I will have to go." 

Halfway up the party ladder in terms of 
age and seniority, Tadeusz Zare'ba admits to 
having had difficulty in adJusting to "this 
fascination with democracy" that bas been 
sweeping Poland slnce August. He is one of 
the Central Committee's top staff members 
in charge of the volatile area of press, radio 
and television and he h::>s come through the 
upheaval shocked bu1; with a chance of sur­
viving. Up to a point, he fa.Vol's what bas 
hap:rened to the party he has belonged to for 
31 years. 

"In this country now, the authorities will 
have to get used to snendintt so mnch of 
their time answering criticism." said Z9-re1:>a, 
a short. comT)act m'l.n with gray hair cropned 
in a crew cut. "Crit1zing the government, 
even without basis at times, has become a 

lasting element of Polish political life. It is 
not the most rational method of spending 
your time, or ruling the country, but Lt is 
necessary after this eruption of democracy." 

Zareba. believes that the elections now 
under way are reviving a party that "had be­
come so i:;asslve before the total criticism 
th1,'; b~a.:ned the entire par~y for everything." 
The party is re::milding itself from the base 
level through democratic means that were 
not used much before last August. Reason­
able peop~e in Solidarity know they need a 
strong party trusted by the people. "We are 
not fighting Solidarity now. We want to in­
fluence the character of Solidarity. It should 
be a constructive element in socialist Po­
land." 

Did the party official see any circumstance 
that could lead to a Soviet invasion? 

"Nothing short of a civil war here in Po­
land." he said. "I don't l{now what the au­
thorities would do in that e\·ent. And I don't 
foresee any such possibility. 

"B11t it ls imnortant to remember that 
Poland is not an· island. Geographically and 
politically, we are part of a given political 
system and a military alliance. This system 
is the ba!"e of our security, our integrity as 
a state. we regained our western territories 
[from Germany l as part of this system, and 
that ls a gua~antee of Poland U'> it is within 
its present borders .... Poland is not only 
part of the socialist system, but an impor­
tant part. What happens here cannot be a 
neutral thing." 

Question to a Solidarity activist: "Can you 
trust the Army?" 

Answer: "We trust the soldiers." 
When Communist Party officials talk about 

"antisoclalist elements" in Poland, they 
Psnally have in mind Jacelc Ki1ron and his 
fellow intellectuals in the Committee for 
Social Self-Defense, known as KOR. During 
the past two deca~.es , Kuron has S'1ent six 
years in prison and has been haras1:e:l re­
peatedly by police when out of jali because 
of his public ca.mpaigri for democratic free­
doms. 

But the party is not likely to be overjoyed 
to hear that Kuron now says KOR "has 
finished its existence" and gone out of busi­
ness as of eept. 1. The reason is that KOR 
has moved into Solidarity and its members 
have become intellectual and snlritual ad­
visers to the union. Kuron was fac;t arrested 
in January and ordered on his release to re­
port to the prosecutor's office twice a week. 
He has not gone to the office yet and the 
police seem to have dro·v)ed theil usually 
constant surveillance of him. 

"The entire society of Poland has moved 
within Solidarity," Kuron said. "So KOR 
finished its existence on Seont. 1, when the 
government recognized Solidarity as a legal 
movement. We have not acted as KOR since. 
You have to realize that we were never 'dis­
sidents' since we were always part of the 
: JCiety. We we!"en't underground: we or,er­
ated openly and as part of a society. When 
there were arrests. there was turmoil and 
eventually we were released." 

Kuron ls helrying Solidarity shape a pro­
gram that would lead to reforms in political 
instltutlonc; in Poland, but is not ready to 
talk about it specifically before the Soli­
darit.y congress. 

"The imT)ortant struggle now is for con­
ce.ut, for system, for the pr0rrr3m t.hat will 
solve our problems," he said. "That is oc­
curring both within the party and within 
Solida!"ity right now." 

He is fairly sure this debate and its results 
will not trigger Soviet intervention beyond 
t.be cnrr.ent nsvcholoe:kal "'"'" r11~e~ted at t:re 
ruling Communist Party Politburo and Soli­
darity. 

"We will have a party and a Solidarity 
that are both a::cepted by the society, that 
both work and that can give guarantees to 
the Soviet Union not to invade. I'm sure of 
that," he said. 

"What I remember, though, is a story 
about the man who thought he was a mouse. 
After six months, a psychiatrist convinced 
him that he was not a mouse. And as he goes 
to open the door he says to himself, 'I know 
that I'm not a mouse, and the doctor knows 
I'm not a mouse. I sure hope that cat across 
the street knows it.'" 

Behind the roar of the ideological battles 
and the world power games, much of what 
is happening in Poland ls recognizable as a 
struggle of generations, a thrusting for power 
and position by younger people who have, 
until now, seen the roads to these goals 
blocked by an ossified bureaucracy that re­
warded mediocrity and longevity, as well as 
blind obedience to the party. in the party, 
in Solidarity and within the powerful Roman 
Catholic Church here, a new generation sees 
national reform as its opportunity to par­
ticipate in shaping the future. 

"We knew immediately that this was our 
last chance," said Mleczyslaw Gil, a steel­
worker in Krakow who has just been elected 
head of the regional Solidarity organization. 
"I am 37. I knew that if Solidarity didn't 
work, I would never have another chance to 
help make a different Poland. We had be­
come slekened by the enormous waste in the 
sy.s Lern, which set prices of our plant's out­
put only by cost. Plant managers sent by the 
party, sent in a briefcase we would say, got 
bonuses if they could push costs up, even 
beyond' the point where the goods could sell." 

"We are working to make sure this plant 
belongs to the nation, and not to the state," 
said Stanislaw Handzlik, Gil's deputy at the 
Nova Huta steelworks. "The workers will be 
managing their own enterprises and make 
sure that new ideas and methods are imple­
mented. Until now, we have had a shortage 
of wise people, of people put in power be­
cause of intellectual ablllty instead of ideo­
logical acceptablllty." 

In the party, this year's upheaval has also 
emboldened those few younger party officials 
who had already been working for reform 
from within. The prospect of fair elections 
has suddenly turned risk-taking into an ac­
ceptable, indeed necessary, part of Commu­
nist rule here. 

Jan Bronlek began campaigning for direct 
elections within the party before Solidarity 
forced the issue last year. He ls one of two 
party secretaries reelected this month to the 
seven-member district committee in Krakow. 
Of the 433 delegates elected to the district 
conference, he estimated that only 30 per­
cent had been elected to a party office before 
this year. 

The fl ve party secretaries not reelected 
"will have to find other jobs now, I guess," 
Broniek said in a small conference room at 
the party's headquarters in Krakow. "Bad 
decisions on investments in tractors our 
farmers can't use, color television factories 
that produce too costly goods, and trucks 
that are not suited for our roads have created 
an atmosphere in which changes have to be 
made." 

In Gdansk, where it all started, Jan La­
becki, the 37-year-old first secretary in the 
shipyard, easily won reelection to the Central 
Committee, a body he reportedly shocked 
last year by confronting it with what were 
to become Solidarity's strike demands and 
endorsing them. 

"New faces mean new credibility for the 
party," Labecki said, "But a simple exchange 
of leadership is not enough. The party lhas 
to get rid of the notlon that it has the exclu­
sive recipe for wisdom and efficiency and 
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has to listen to ithe people much more. We 
can have a democracy that would be com­
petitive with Western democracies, and that 
will be built on true socialism, too." 

Asked how the form of communist rule 
in this kind of Poland would differ from that 
of the Soviet Union, Labscki replied: 

" It is like talcing a garment from an older 
brother. You can get in it, but tJhe sleeves 
are too short, the pants are too long. If you 
want to take it as your own, you have to trim 
it here and let it out there. We don't have 
communism, we have sccialism .... A new 
Polish history is being created now. But we 
take into account our address and the ad­
dress of our neighbors. We assure the security 
of the na.tion." 

As archbishop of Krakow before becoming 
Pope John Paul II, Karol Wojtyla left a strong 
imprint on Poland. His friend, Faither Tisch­
ner, believes tJhat Wojtyla in effect paved the 
way for what ha.s happened here •since August 
by bringing a new public sense of tmity and 
pride to the Polish population, particularly 
through his 1979 visit and by opening 
churches in Krakow to study groups that 
helped identify tJhe government's shortcom­
ings. 

"Polish workers have been victims of ex­
ploitaition wi.thln socialism, a new form of 
exploitation of man by man, a form perhaps 
unknown in capitalist countries," Tischner 
said. "It can be called labor without sense, 
people working a lot but their labor losing 
all sense to it when the goods they produce 
cannot be used, cannot be sold for more 
than they cost to produce. When work be­
comes senseless, tJhe only sensible behavior is 
to strike. That is what happened and Marx­
ism lost its monopoly on ideological inter­
preta..tion of life in this country. 

"Now we must provide a new morality, a 
new ethical practice that will in turn create 
its own religious and political experiences. 
But we must stay in the realm of practice. 
Czechoslovakia made the mistake of trying 
to invent a new socialism, and the Soviet 
Union reacted. You have to live wi·thin the 
frameworrk of the illusic n that socialism with 
a human face already exists in the Soviet 
Union, tha..t you are not going tto invent 
something tJhait already exists. 

"We are sentenced to be ruled by the 
Communist Party," he said with a smile. 
"Some optimists think it can be a party that 
will have the role of ·the British queen in 
our new arrancsement. I am not that 'OPti­
mistic, but the party may know now that 
it does not have to rule in every area of our 
society. Maybe the party knows now that it 
can trust ·the nation."e 

FTC INTERVENOR FUNDING 
e Mr. McCLURE. Mr. President, in the 
past several years we have seen many 
problems and questionable practices 
arise concerning the public participa­
tion provision of the Federal Trade 
Commission Improvements Act of 1975-
better known as intervenor funding. 
This provision allows the FTC to provide 
reimbursement for the costs of partici­
pating in its hearings to groups who 
have a interest in the proceedings but 
cannot otherwise afford to participate, 
and it gives the Commission great lati­
tude in determining on whom to bestow 
this funding. This amendment was 
added in the House-Senate conference 
committee, thus without hearings or 
floor debate. 

A recent article by Morgan Norval 
published in Reason magazine presents 

striking examples of how this well­
in ten tioned idea has deteriorated into a 
Government subsidy program for vari­
ous anti'busine·3s, proregulation public in­
terest groups. Congress, as the creator 
of such a bureaucratic monster, must 
awaken itself to the present state of this 
program and its ominous implications 
for America's industry. 

The compensation provision states 
that intervenor funding is to be used 
to assure a fair determination of the 
rulemaking process. However, in seven 
major trade regulation rule proceedings 
between November 1978 and May 1979, 
the FTC funded only the advocates of 
the proposed rule. In addition, a mere 
eight groups received two-thirds of all 
public participation moneys doled out by 
the Commission in 1979. 

The Federal funding of these "ideolog­
ical soul-mates" of the FTC has been a 
major cause of the excessive regulation 
produced by the Commission recently. 
Small business, the most common target 
of FTC activity, is often handcuffed by 
lengthy and confusing hearing reports 
which average 25,000 pages. Even with 
large corporations who hire teams of 
lawyers for this purpose, the costs are 
passed on to the consumers in the form 
of higher prices. Thus, we Americans 
are hit doubly hard-first by having to 
finance the intervenors with our tax 
money and second by having to pay 
higher prices for our goods at the stores. 

As the Senator from Wyoming, the 
Honorable ALAN SrMPSON, said in 1979: 

rn a free society it is intolerable that the 
taxpayer should be required to finance pri­
vate lobbying groups, who often take posi­
tions opposed by a vast majority of our 
citizens. 

I believe that it is time for this body 
to take note of these activities and take 
appropriate action as soon as possible. 
I ask that this article be printed in the 
RECORD. 

The article follows: 
[From Re·ason Magazine, July 1981 J 

KEPT CRITICS 
(By Morgan Norval) 

During the past 3 years the Federal Trade 
Commission has been doling out hundreds 
of thousrands of dollars to various self­
proclaimed public interest groups who then 
a.ppear before the FTC Commissioners and 
commend them and their latest regulatory 
scheme as being a remarkable effort by the 
Commission to protecit the public interest. 

Jn reality, I have found there is far more 
pers•onal interest and far less "public inter­
est" in the administration of this program 
than is permissible under the statutes that 
control the FTC ... . -Senator .ALAN SIMPso~ 
(R-Wyo.), CONGRESSIONAL RECORD, Feb. 7, 
1980. 

Since the Federal Trade Commission was 
established in 1914, one of its primary re­
sponsibilities has been to investigaite com­
plaints involving alleged•ly fraudulent or de­
ceptive busines5 practice<;. For the first 60 
years of its life, the FTC handled such mat­
ters on a case-by-case basis. Standard agency 
practice was to investigate ra com.plaint 
agains•t a specific business firm and, if war­
ranted by the facts, take action against the 
offending firm. 

Often the action took the form of a direc­
tive to the firm not to engage in the ques-

tionalble business practices in its future 
business de<a.lings. That is, the FTC func­
tioned essentially as a police force pursuing 
individual wrongdoers and not as a quasi­
legislative body issuing rules and regulations 
requiring compliance from all the businesses 
within an industry, whether or not they had 
e ver engaged in questionable practices. 

A:ll this changed dramatically a few years 
ago with the enactment of the Federal Trade 
Commission lmprovements Act of 1975, more 
commonly known as the Magnuson-Moss 
Act. Now the FI'C can and does issue sweep­
ing rules and regulaitions that apply indus­
trywide and not just to specific firms engaged 
in "unfair or deceptive" practices. And wha .. t 
is an unfiair practice? Under Magnuson-Moss, 
it is wha.tever the FTC finds or decides is 
unfair practice. Unfair practice ls in the eye 
of the beholder. 

Prior to Magnuson-Moss, the FI'C had to 
show that the questiona.ble practices it was 
inveSitigating were actually "in commerce," 
or being done. Magnuson-Moss, however, al­
lows the FTC to act if it thinks some busi­
ness pra.ctices would '"affect commerce." Tha.t 
opened up a whole new ball game. As F'I'C 
Commissioner Paul Rand Dixon put it, 
"There isn't anything you can do in the 
United States today that doesn 't affect com- · 
merce, so we have been moved right down 
to every ac•t in every state in every city." 

Tacked onto this awesome grant of author­
i•ty in 1975 was an innocent-sounding little 
amendment-'the public participation 
amendment. Like the proverbial road to 
hell, it was pa·;ed with good intentions. The 
amendment authorized the FTC to "provide 
compensation for reasonable rattorney's fees, 
expert witness fees, and other costs of par­
ticipating" in the FTC's trade regulation 
rulemaking proceedings. The rationale: to 
open up FTC rulemaking to the public by 
reimibursing the expenses of groups that 
otherwise could not afford to participate. 

The legislative history of the public par­
ticipation provision-often called "inter­
venor funding"-illustrates how a lot of laws 
end up on the books. The amendment was 
added to the bill in the House-Senate con­
ference committee. As a result, there were 
no hearings on the matter and no floor de­
bates in either house. It was simply inserted 
lruto the conference report and beca.me law 
when Congress passed and President Forrd 
signed the act in 1975. 

DISCRETIONARY FUNDING 
Who gets to take part in FTC proceedings 

under this program? The exact language of 
the intervenor funding amendment gives the 
FTC a good deal of discretion in administer­
ing the program. The compensation provi­
sion states : 

"The Commission may, pursuant to rules 
prescribed by it, provide compensation for 
reasonable attorney's fees, expert witness 
fees, and other costs of participating in a 
rulemaking proceeding under this section ito 
any person (A) who has, or represents, an 
interest (i) which would not otherwise be 
adequately represented in such proceeding, 
and (ii) representation o! which is neces­
sary for a fair determination of the rule­
making proceeding taken as a whole, and 
(B) who is unable effectively to participate 
in such proceeding because such person can­
not afford to pay cos ts of malcing oral pres· 
entations, conducting cross-examination, 
and making rebuttal submissions in such 
proceedings." 

With this wording, Congress granted the 
FTC considerable freedom to choose those 
on whom •to bestow its largess. Naturally, 
the temptation looms large to parcel out 
intervenor funds to favored groups and indi­
viduals. 
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Would the FTC succumb to the danger 
warned of by John W. Gardner, former head 
ot Common Cause? "Public participation 
proposes direct assistance,'' noted Gardner. 
It the concept of conflict-of-interest means 
anything, then there is danger in potential 
critics of an agency being financed by the 
very agency they criticize. We could easily 
create a class of kept critics, and damage the 
future of an independent public interest 
movement." 

Like Ada.m in the Garden of Ed.en. the 
agency has yielded to temptation. The his­
tory of the FTC's intervenor funding pro­
gram-which has so far handed out nearly 
$2 million-is one of helping ilts friends anct 
ignoring its adversaries. The result has been 
an almost total anti-business, pro-regulation 
bias in the allocation of what a.re, after all, 
taxpayers' funds. 

In testimony before Congress in 1979, it 
was brought out that supporters of more reg­
ulation of business received 95 percent of the 
intervenor funds di.striouted by the FTC be­
tween November 1978 and May 1979. And in 
seven major trade regulation rule proceed­
ings during that time, the conunission 
funded only advocates of the propo.sed rule. 
The subjects of those proceedings and the 
grants involved were: 

Ohildren's advertising (kid/vid)-18 grants 
totaling over $133,000, including more than 
$32,000 to the group that originally peti­
tioned the FTC to initiate the rulemaking 
(Action for Children's Television/ Center for 
Science in the Public Interest) ; 

Used cars-two grants totaling over · 
$17,000; 

Food advertising-one grant, over $3,000; 
.Over-the-counter drugs---two grants, over 

$7,500; 
Antacids---!our grants, over $26,000; 
Insulation-five grants, over $14,800; 
Funerals---eight grants, over $18,500. 
When it comes to receiving FTC money, it 

seems that friends make out a lot better 
than enemies. 

MUTUAL BENEFITS 

The FTC's behavior is not that difficult to 
understand, of course. Despite what m:any 
people think, bureaucrats are human beings, 
so they generally make decisions based on 
what will benefit them the most. In this re­
spect they are no different from ordinary 
consumers and business people. 

Like those who toil in the private sector, 
bureaucrats are interested primarily in en­
hancing their salaries, working conditions, 
power over others, reputations, and prestige. 
Thus, they can be expected to be keenly in­
terested in posslb111ties tor action that in­
crease their ohances for promotion, raises, 
and growing influence. 

Nationally, when the passage of Magnuson­
Moss expanded the jurisdictional base of the 
FTC's power, the bureaucraits were not hesit­
ant to move into the new territory. Adding 
to tlhe momentum was the Carter aclmlnls­
tratlon 's infusion of "consumer activists" 
into the supper levels of the bureaucracy. At 
the top, of course, was Michael Pertschuk. ap­
pointed FTC chairman in 1977. Pertschuk 
had been chief counsel to the Senate Com­
merce Committee when it wa., headed by Sen. 
Warren G. Magnuson. a favorite of the con­
sumer movement. Pertschuk was the chief 
architect of many federal consumer laws in-
cluding the Magnuson-Mos<> Act. ' 

Pertschuk's appointment delighted the 
consumer movement, for now they had one 
ot theirs on the inside. The prospects 
seemed bright for advancing consumerism. 
The FTC and the consumer movc.:nen;t coul ct 
work together for the mutual benefit of both 
parties. The agency would gain more bureau-

era.tic tur! by issuing new trade regulation 
rules under the expanded powers granted it 
by Magnuson-Moss. And the consumer 
groups would gain in prestige as regul...;.tlons 
ad·,;o;,:ated by t,hem were r.dopted by Llle 
l•TC. 

This symbiotic relationship was enhanced 
bY t;he ue w u.ce up d1e 1·· l C's ~ee;;e-t.iie pub­
lic participation funding program. The :r"rC 
now had at its disposal a aevice whereby 
it could reward the very consumer groups 
that would be most likely to support its pro­
posed new rules and regulations. 

This is precisely what happentld. The FTC 
has been very generous to a select few groups 
that share its penchant for more and more 
gov.ernmental regulation. The record shows 
that eight favorite groups received two­
thirds of all public participation funds doled 
out by the FTC in 1979: 

Center for Public Representation-three 
grants for over $16,700 to testify in two pro­
ceedings, children's advertising (kld/vid) 
and thermal insulation; 

Consumers Union/Committee for Chil­
dren's Television-three grants totaling over 
$39,000 on the kid/vid rule; 

Americans for Democratic Action-over 
$31,400 via. five grants to support four rule­
making efforts (eyeglasses, over-the-counter 
drugs, health spas, and the funeral in­
dustry); 

Community Nutrition Institute-three 
grants for the kid/vid rule for a total of 
$33,368; 

National Consumers League-over $28,000 
. tor two proceedings (care labeling and food 
advertising); 

Action for Children's Television/Center for 
Science in the Public Interest-over $32,700 
from four grants for the kid/vid rule; 

Council on Children, Media, and Merchan­
dising-over $31,500 from flve grants for three 
rulema.king proceedings (antacids, food ad­
vertising, and kid/vid); 

Center for Auto 83.fety-three grants for 
over $18,000 to support two proposed rules 
(mobile homes and used cars). 

PAYING FOR EXPERTISE? 

Aside !rom the incestuousness of this re­
lationship between the FTC and its pa.id sup­
port.ns, there are other questiong,bl~ fe:i.tures 
of the intervenor program. Was this small 
corps o! ideological soul-m9.tes even qua.li­
fted to speak out on particular rules under 
consldc-ration by the FTC. 

Take, for example, the Council on Chil­
dren, Media, and Merchandising, an orga­
nization that seemed to depend on the 
bounty of the FTC for its sustenance. It 
consisted of a. single individual and had no 
dues-paying members. But from 1976 
through the middle of Mg,y 1979, this "orga­
nization" received $181),839 in FTC inter­
venor funding to participate in rulemaking 
proceedlngs on antacids, food advertl3ing, 
over-the-counter drugs, and children's TV 
advertising. 

The Councll's founder anci principal mem­
ber, Robert Choate, was astute enough to 
take advantage of the le~al pium handed to 
him by the FTC. Choate understands how 
the g-ame ls pla.r.ed in Washington: "Wash­
ington ls an organization town. The first 
question asked of one going to his or her 
government with other than a purely per­
S')nal matter ls 'who a.re you with?'" So 
Cho<tte creat ed an organization to be with, 
cons1st1nl! of himself and 13 others listed on 
a letterhead-an "ad hoc group," he called it 
in a letter to the FTC. 

So a clever Washington entrepreneur can 
create a paper organization. To qualify, how­
ever, for a large grant for extensive partici­
pation in FTC rulemaking proceedings, it 
would seem that an organization would have 

to have sumcient expertise. In fact, evidence 
snows that sma.il groups that receive inter­
venor funding 0.1. ien end up farming out 
most of its participation functions to per­
sons or organizations not eligible themselves 
for compeusa.tion-outside la.w firms, survey 
research compa.nies, or individual experts, 
1·or-hire. 

The Community Nutrition Institute, for 
example, received over $40,000 from the FTC 
to participate in the children's TV adver­
tising proceedings. It was small-no pa.id 
members-and turned a.round and hired 
Opinion Research Corpora.tion of New Jersey 
to conduct a. personal opinion survey. The 
presiding officer in these FTC proceedings 
cited serious flaws and discrepancies in the 
survey, however. Likewise, the small San 
Franclsco-baeed Safe Food Institute received 
over $12,000 to conduct a survey that was 
later found by the FTC not to be valid. 

The problem with consumer groups as 
source:J of expertise has been pointed out by 
Stephen Breyer in the Harvard Law Review. 
"Consumer groups, often in an adversary 
posture toward industry, tend to have the 
least experience of all," he noted. "Though 
they may appeal to competing elements 
within industry for help, they frequently a.re 
dependent upon the agency and outside ex­
perts for information." 

And not just outside experts. According to 
C. C. Clinkscales, director of the National 
Alliance of Senior Citizens, proponents of 
the FTC's hearing aid rule were reduced to 
advertising for witnesses to testify before 
F'I'C hearings. In cities where the hearings 
were scheduled, they took out newspaper 
ads reading: "If you. bought a hearing a.id 
in the last 30 days, you were probably 
cheated. The U.S. Government wants to 
know about it." The National Council of 
Senior Citizens, sponsor of this ad, was given 
$46,734 in intervenor funding by the FTC. 

MONIED INTERVENOR$ 

Other groups receiving intervenor funds 
have been large organizations with substan­
tial budgets. They could hardly be con­
sidered poor and in need of taxpayers' money 
to participate in the FTC's rulema.king 
proceedings. 

Americans for Democratic Action, for ex­
ample, h.as been a.warded $177,000 in inter­
venor funding to participate in five sepa­
rate proceedings. This group has a. national 
membership in the neighborhood of 75,000 
people and an annual budget exceeding $1.6 
mUlion. 

The Sierra. Club shared an a.ward of $28,241 
with four other environmental groups to 
participate in a. rulemaklng activity (the 
proceedings on thermal insulation). It has 
around 183,000 dues-paying members who 
come up with $25 a year. This gives the 
Sierra Club financial resources of at lea.st 
$4.5 million annually. 

The Environmental Defense Fund, one of 
the groups sharing the insulation grant wlth 
the Sierra Club, ls able to maintain offices 
1n Washington, D.C., New York City, Den­
ver, and Berkeley, California. It takes a. lot 
of money to keep four offices open in four 
major cities. Yet the FTC felt this organiza­
tion needed taxpayers' funds to participate 
in its rulemaking process. 

Consumers Union, another recipient of in­
tervenor funding, has an operating budget of 
nearly $24 mlllion. It has a. staff of almost 
~00 and publishes the magazine Consumer 
Reports, with a clrcula.tton exceeding 2 mil­
lion. This needy organization shared with 
another group $73,900 from the FTC just to 
participate in the children's advertising 
p!'or.eeding. 

How can an organiza.tlon with that 
a.mount of revenue be qua.lifted to receive 
thesJ fund3? It is quit9 easy, ·Mark 
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Silvergelb, director of CU's Washington 
omce told the Senate Subcommittee !or 
Cons~mers in September 1979. "Con­
scribers $23 mllUon dollars primarily to sup­
port participation in either Federal Trade 
Commission rulemaking or any other 
forum." He went on to point out that Con­
sumers Union's primary function is to pub­
lish its magazine, and it only devotes a 
small part of its operating budget to ad­
vocacy activities. "If you divert more than 
what is financially sound to nonrevenue pro­
ducing actlvi ties [appearing before the FTC], 
you eventually reduce your ab1llty to carry 
on both kinds of activities, revenue and non­
revenue producing, and you simply waste 
a.way the base of the organization's financial 
abllities." 

Mr. Sllvergelb ls onto something, only he 
is probably not aware of its implications. I! 
Consumers Union ls concerned about divert­
ing money into, as he calls them, "non­
revenue producing activities," what about 
the businesses that stand to be directly af­
fected by the FTC's propoced rules? Won't 
they, out of necessity, maybe even to stay 
in business, have to divert money into non­
revenue producing activities-such as taking 
part in FTC rulemaking proceedings? If Mr. 
Sllvergelb's group can't divert funds from 
Consumers Union without affecting its pro­
gram, might not the businesses facing po­
tentially devastating FTC regulation be up 
against the same problem? 

WHAT THE Bll.L COMES TO 

What has all this activity actually cost? 
During its first three years, the FTC in­
tervenor funding program soaked up $1.8 
mlllion in taxpayers' money. The program 
virtually ground to a halt in mld-1979, as 
Congress kept the FTC on a short budgetary 
leash during nearly a year of grueling over­
sight hearings. The tough hearings even­
tually lead to a rather mlld FTC reform blll 
that slapped the agency's wrists for regu­
latory excess over such matters as the kid/ 
vld rule but left its basic powers unscathed. 

Since that time, however, few new trade 
regulation rules have reached the publlc 
participation stage. As a result , additional 
intervenor funding since mld-1979 has added 
up to only $187,000 so far, making the total 
expenditure since the program's inception 
just under $2 mlllion. 

This figure may seem like a drop in the 
bucket when compared with the bllllons our 
government seems determined to spend on 
all sorts of schemes and programs. Yet, the 
$2 mllllon ls just one part of existing and 
envisioned intervenor funding spread 
throughout the government (see box, p. 41). 
In the 96th Congress alone, nearly 50 bills to 
establish intervenor programs were intro­
duced. Although one of its champions-Sen. 
John Culver (D-Ia.)-was retired to private 
life last November by his constituents, the 
concept lives on. Its new hero is Sen. Edward 
Kennedy (D-Mass.), who has been active in 
trying to create a government-wide inter­
venor funding program since 1976. 

In addition to the seemingly small amount 
spent so far on intervenor funding, its end 
product, rules regulating business, can have 
tremendous cost impact upon the consumers 
of this nation. Increased business costs re­
sulting from the rules are passed on to the 
consumer in the form of higher prices for 
goods and services. 

Since consumers are also taxpayers, they 
end up getting stuck with both tabs-the 
original (tax) cost of the governmental proc­
ess and the increase in the costs of goods and 
services resulting from the action of the gov­
ernment. Joyce A. Legg, a taxpaying con­
sumer from Virginia hit the nail squarely on 
the head when she told Rep. Herb Harris 
(D-Va.) in a letter that, "as a consumer, I 
have not been fleeced one tenth as much as I 
have as a. taxpayer." 

EXPENSIVE RULES 

A good example of how FTC rules can raise 
costs to the consumer was its trade regula­
tion rule "Labeling and Advertising of Home 
Insulation," the so-callf d R-value Rule an­
nounced in August 1979. The purpose of the 
rule was to mandate the disclosure of insu­
lation capacity in labeling, advertising, and 
promoting home insulation products. The 
R-value is supposed to be a scientific meas­
urement of thermal resistivity-the higher 
the R-value, the greater the insulation 
power. 

ThJ.re was one fty in the ointment, how­
eve~ Testing to determine R-values is a com-

~
1 ated process overseen by the National 

B eau of Standards (NBS) and the Amer­
ic n Society of Testing and Materials 
( STM) . The science of testing various 

icknesses of the many and varied types of 
insulating products is stm in its infancy. 
Just before promulgating its rule, the FTC 
switched from one R-value test to another 
and imposed new mandatory testing require­
ments. Until recently, meeting these changed 
requirements was beyond the capab111ty of 
existing testing equipment and methods, a 
point made to the FTC by the NBS, the 
AST.M, the Department of Energy, and other 
experts in the field of thermal-insulation 
testing. 

The FTC turned a deaf ear to these pro­
tests and proceeded with the rule. If it were 
to go into effect without proper equipment 
and standards, warned Stanley L. Matthews, 
president of the Mineral Insulation Manu­
facturers Association, it "will increase the 
cost to consumers of insulation by as much 
as $90 mlllion." 

Fortunately, the 10th Circuit Court of Ap­
peals put a hold on the FTC's rule; Congress 
reaftlrmed that hold in its FTC reform bill. 
The Naticnal Bureau of Standards hopes to 
have standard calibrated equipment and 
samples available sometime this year. 

In other recent action the FTC ls propos­
ing a set of rules requiring new warranties 
on the sale of mobile homes. "This ls a clas­
sic case of overregulation," says Walter L. 
Benning, president of the Manufactured 
Housing Institute. "Every, one of our homes 
must be inspected by agents from the De­
partment of Housing and Urban Develop­
ment before they can be sold. No other house 
in America must go through such rigorous 
inspection." The FTC estimates that its rules 
would increase the cost of a mobile home by 
only $100-$·125, but Benning figures it would 
be more like $2,000 per home. 

The cost to the consumer of the FTC's 
originally proposed used car rule requiring 
dealers to inspect 14 systems of the automo­
bile and to disclose the results on a window 
sticker ("OK," "Not OK," or "We Don't 
Know") was pegged, during Senate testi­
mony, at between $1 billlon and $10 b1111on, 
depending on how the cost of the inspection 
and any subsequent repairs is calculated. Ev­
idently, the cost seemed too high even to the 
FTC, for in April 1981 it approved only a 
twice watered-down rule requiring used car 
dealers to put in writing whatever warran­
ties are offered and to disclose "major de­
fects." 

Attempts by the FTC to break up the cereal 
industry would, if successful, have serious 
economic consequences. According to Phll 
Le·onard, United Rubber Workers Political 
Education Director, 1t "wlll mean over 2,600 
jobs wlll be lost" in the cereal industry alone. 
In addition, Mr. Leonard pointed out, if the 
FTC proceeded with its proposal to ban chil­
dren's advertising en TV, jobs in the toy in­
dustry would be lost. 

THE COST OF THREATS 

Mr. Leonard's latter fear is moot because in­
its 1980 FTC reform b111 Congress forbade 
the FTC from is>uing any ban on children's 
television advertising. But the mere an­
nouncement by the FTC that it is consider-

ing a rule can have detrimental effects upon 
the chosen industry. 

The agency has proposed a rule that would 
allow health club members the right to can­
cel their membership contracts, for any rea­
son (or no reason at all), at any time during 
the life of the contract. This rule would have 
disastrous effects upon the health spa indus­
try because its ab111ty to raise both long- and 
short-term capital depends upon pledging 
accounts receivable, in the form of member­
ship contracts, to banks and other lenders 
for credit. The FTC's proposed rule would, in 
effect, make a health club contract a useless, 
non-binding, one-party document that no 
lending institute would accept as collateral. 

According to the September 1979 Senate 
testimony of Richard Wood, president of the 
Golden Life Physical Fitness Centers, when 
the FTC announced its proposed rules, 
"Abruptly, the financing of my Odessa 
[Texas] center was withdrawn, leaving me 
with no source of short-term working cajpital 
or expansion funds. Despite a delinquency 
rate of only two percent, I could not con­
vince bankers or finance company executives 
to reinstate my financing. They were fright­
ened by the severe nature of the FTC rule 
which· calls for giving consumers the uni­
lateral right to cancel their retail installment 
agreement with me at any time for any or no 
reason." 

Wood was forced to ask prospective con­
sumers to pay in advance for the entire term 
of their contracts. As a result, business at 
Wood's Odessa fac111ty has dropped 50 per­
cent and it has not shown a profit. The Texas 
gym ls being carried by Wood's other clubs in 
Kew Mexico. 

Dr. Reynold Sachs, a professor of manage­
rial economics at American University in 
Washington, D.C., testified that "the pro­
pos~d trade regulation rule would make it all 
but impossible for the typical health spa op­
erator to obtain external debt financing ... 
[and would] lead to an increase in the num· 
ber and frequency of bankruptcies and in­
solvencies . . .. consumer prices wou!d in­
crease by an estimated 100 to 200 percent." 

HITTING THE LITTLE GUYS 

Other direct costs to business are more dif­
ficult to measure. For example, consider the 
cost involved in the sheer amount of paper­
work involved in FTC rulemaklng proceed­
ings. The average record of a proceeding ls 
25,000 pages; some exceed 50,000 tpages. 

How can a businessman, especially a small 
businessman, wad9 through that morass of 
paperwork and stlll devote suftlclent time to 
his business? Clearly, it is beyond the means 
of the average business owner. And although 
large corporations can hire teams of lawyers 
to do the job, such expenses are passed on to 
the consumer. 

It is not the large corporation, however, 
that ls the typical target of FTC activity. 
The FTC ls· a. bureaucracy employing 700 
lawyers that seems to thrive on hassling the 
small businessman. As Dr. F. M. Scherer, 
former director of the FTC's Bureau of Eco­
nomics, told a. 1976 hearing before the House 
Small Business Subcommittee: "What I 
have learned since joining the Commission 
staff ls that many attorneys measure their 
own success in terms of the number of com­
plaints brought and settlements won. In the 
absence of broader policy guidance, there­
fore, the typical attorney shies away from a 
oomplex, long, uncertain legal contest with 
well-represented giant corporations and tries 
to build up a portfolio emphasizing sm.a.11, 
easy-to-win cases. The net result of these 
broad propensities ls that it ls the little guys, 
not the giants who dominate our manufac­
turing and trade industries, who typically 
get sued." 

Among the indirect costs of FTC rulema.k­
lng ls the time lost by businesses in trying 
t,o comp·rehend the proposed FTC action, 
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fighting it, or both. Any time spent on these 
activities ls time not spent on providing 
goods or services desired by consumers, which 
means higher prices for the ones that are 
provided. 

The heavy-handed intrusion of the FTC 
into the affairs of business also geneirates 
a climate of fear. Zealous defenders of the 
regulatory agencies wm applaud this, saying 
the businessman wlll be too scared to try 
any shady tactics. ('fhis is a dubious asser­
tion because anyone who is bent on fleecing 
consumers is not likely to be overly deterred, 
if at all, by some FTC regulation.) But the 
other side of the coin ls that the climate of 
fear also makes entrepreneurs have second 
thoughts be.fore developing and introducing 
new goods and services that may be better 
and che·aper than those currently on the 
market. 

CURBING THE FTC 

The FTC's use of public funds to hire ad­
vocates of its position on proposed lndustry­
wlde rules is a gross abuse of its powers ·and 
of the taxpayers' money. As Senator Simp­
son told his colleagues in 1979: "In a free 
society it ls intolerable that the taxpayer 
should be required to finance private lobby­
ing groups, who often talte positions oppo.sed 
by a vast majority of our citizens." 

Unfortunately, Simpson's words had little 
effect upon his Senate colleagues last year 
when they passed their weak-kneed FTC re­
fonn bill. When they finally approved the 
agency's budget the intervenor funding pro­
gram was continued, with but two restric­
tions: the amount that any one group can 
be awarded ls now limited to $50,000, a.nd 50 
percent of the grant funding must now go to 
business interests. 

The reform blll took several other steps 
to restrain the FTC, namely allowing new 
FTC regulations to be vetoed by a :Vo·te of 
both houses of Congress and restricting 
somewhat the proposed FTC regulations on 
children's TV advertising, voluntary codes 
and standards, trademarks, coo1eratives, life 
insurance, and funeral homes. In other 
words, the big boys with the political clout 
won a reprieve from the FTC. But Congress 
left the small businessman still exposed to 
the agency's awesome powers. 

The FTC intends to use that power. After 
the legislation was signed into law, Chair­
man Michael Pertschuk told the Associated 
Pre.s.s, "We intend to go ahead with every­
thing Congress hasn't specifically stopped us 
from going ahead with." In spite of the 
change of administrations, the FTC is still 
peopled by those who have admitted to carry­
ing out a vendetta against whole industries. 
They are ready, willing, and able to dream up 
new rules to regulate business, as Pertschuk 
has admitted. They can still dole out money, 
although now on a reduced basis, to hire 
groups to speak for their proposed rules and 
regulations. 

Last February the Reagan administration 
sent shock waves through the Federal Trade 
Commission. The Office of Management and 
Budget recommended that the FTC's current 
fiscal 1981 budget be cut by 13 percent and 
its 1982 budget by 24 percent. OMB also 
urged that the intervenor funding program 
be abolished. 

The latter, however, is a creature of the 
Congress. Congress conceived intervenor 
funding, g~'ve birth to it, annually nourishes 
it with taxpayers' funds, and re'gularly con­
templates cloning it for other federal agen­
cies. It 1.s up to Congress, not the OMB, to 
get rid of the little monster it created. 

The time ls rapidly approaching when, 
according to former Atty. Gen. Griffin Bell 
"if the Republic ls to remain viable, we must 
find ways to curb, and then to reduce, this 
government by bureaucracy." A good place 
to start would be to abolish the practice of 
intervenor fundlng.e 

ORDER OF PROCEDURE 
Mr. BAKER. Mr. President, I have 

certain housekeeping detalls to tend to. 
I believe these matters are routine. 

May I inquire of the minority leader? 
During this morning I put a question to 
the minority leader on whether or not 
he m:ght be in a position to agree to a 
request that the Senate turn to the con­
sideration of the tax bill at 11 a.m. to­
morrow. Since that time, I have found 
that certain Senators require special 
orders. 

ORDER FOR THE RECOGNITION OF 
CERTAIN SENATORS TOMORROW 
Mr. BAKER. Mr. President, let me put 

the request at this time. 
I ask unanimous consent that, after 

the recognition of the two leaders under 
the standing order on tomorrow, the Sen­
ator from Vermont (Mr. LEAHY), the 
Senator from Utah <Mr. HATCH), and the 
Senator from Virgin:a (Mr. WARNER) 
each be recognized for not to exceed 15 
minutes. 

The PRESIDING OFFICER. Without 
Qbjection, it is so ordered. 

ORDER FOR RECESS UNTIL 
9:45 A.M. TOMORROW 

Mr. BAKER. Mr. President, I am pre­
pared to change the convening order 
from 10:30 a.m. tomorrow to 9:45 a.m. 
tomorrow in order to accommodate these 
special orders and stlll permit the oppor­
tunity to go to the tax bill at 11 o'clock. 

Might I inquire of the minority leader 
if he is in a position now to agree to a 
request that the Senate proceed ·to the 
consideration of the tax bill at 11 o'clock 
on tomorrow. 

Mr. ROBERT C. BYRD. Mr. President, 
I have no objection. 

Mr. BAKER. Mr. President, I make 
that request. I request that the time for 
the convening of the Senate be changed 
to 9:45 a.m. on tomorrow; that at 11 a.m. 
on tomorrow the Senate proceed to the 
consideration of the tax bill, House Jo:nt 
Resolution 266. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ORDER DES1GNATING PERIOD FOR 
THE TRANSACTION OF ROUTINE 
MORNING BUSINESS AND TO PRO­
CEED TO CONSIDERATION OF 
HOUSE JOINT RESOLUTION 266 
TOMORROW 

Mr. BAKER. Mr. President, I ask 
unanimous consent that after the recog­
nition of the two leaders under the stand­
ing order, and after the recognition of 
the three Senators with special orders 
which have been provided for, there be a 
period for the transaction of routine 
morning business to extend until the 
hour of 11 a.m., during which Senators 
may speak for not more than 5 minutes 
each. 

Mr. President, I amend the request 
only to the extent that I ask that the 
Senate proceed to the consideration of 
the tax bill art; 1O:40 a.m. tomorrow. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

PROGRAM 

Mr. BAKER. Mr. President, in just a 
moment I will a.3k that the Senate recess 
over until 9 :45 a.m. tomorrow. 

After the Senate convenes on tomor­
row, after the prayer o.f the Chaplain and 
the recognition of the two leaders under 
the standing order, three Senators will be 
recognized for not more than 15 minutes 
each on special orders. 

After that there will be a brief period 
for the transaction of routine morning 
business. 

At 10:40 a,m. The Senate then will 
proceed to the consideration of House 
Joint Resolution 266, the tax bill. It is 
anticipated the entire day will be de­
voted to debate on that measure. I expect 
that most o.f the day will be consumed in 
opening statements and general debate. 
I do not anticipate there will be votes 
ordered on tomorrow. 

In the event votes are ordered on to­
morrow, at that time I will request-I 
do not now request, but I anticipate re­
Questing-that the votes go over until the 
following day. 

There is already an order for the Sen­
ate to convene at 10 a.m. on Thursday. 
It is my full expectation that I will ask 
the Senate to stay in session reasonably 
late on that evening since Thursday is 
the evening set aside for late sessions, if 
necessary. I would anticipate that the 
Senate might be in session as late as 10 
or 11 p.m., or perhaps even later. 

The Senate will then convene at 10 
o'clock a.m. on Friday, according to the 
order previously entered, and w.ill con­
tinue debate on the tax bill, if necessary, 
until a reasonable hour in the late after­
noon on Friday. I do not expect a late 
session on Friday. 

There is already an order entered for 
the Senate to convene at 10 a.m. on Sat­
urday, if necessary, at which time we will 
resume consideration of the tax bill, if 
that proves necessary. 

Similarly, there is an order for the 
Senate to convene at 12 noon on Mon­
day next and to proceed with the con­
sideration of the tax bill. 

Mr. President, notwithstanding that 
orders have now been provided to ac­
commodate extensive debate on the tax 
bill, it is my sincere hope, and it is my 
guarded belief and expectation, that we 
can compiete action on the tax bill by 
the afternoon on Friday. 

I urge Senators who have amendments 
they wish to offer to make those amend­
ments known on this side to our cloak­
room so we make an inventory of meas­
ures to be acted uoon. During the day 
tomorrow, I will explore with the mi­
nority leader the possibility of a time 
agreement either on the bill as a whole 
or on amendmenU; to the bill. 

RECESS UNTIL 9: 45 A.M. TOMORROW 
Mr. BAKER. Mr. President, if there be 

no further business to come before the 
Senate, I move, in accordance with the 
order previously entered, that the Senate 
stand in recess until the hour of 9: 45 
a.m. tomorrow. 

There being no objection, the Senate, 
at 5:50 p.m., recessed until Wednesday, 
July 15, 1981, at 9:45 a.m. 
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